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CHAPTER I 


INTRODUCTION 


Id pursuance of the Resolution passed in the Chid 
Hgnist ers* Conference on Sales Tax held on the 15th 
of February, 1981, the Government of India set up an 
Expert Committee consisting of: 

(i) Shri Mohan Lai Sukhadia, Chairman 

Member of Parliament. 

(ii) Dr. P. H. Prasad, Member 

Professor of Economics, 

Anugrah NBrain Slnha 
Institute of .Social Studies, 

Patna. 

(iii) Shri N. V. Krishnan, MembCr- 

Joint Secretary (Plan Secretary 

Finance), Government of 

India, Ministry of Finance. 

2. The Committee was required, as per the terms 
of reference: 


dated the 29th June, 1982, will be found at Anne- 
xurelll. 

6. In January, 1982, all the States and Union Ter¬ 
ritories were requested to furnish their views on 
points (i) and (u) of the terms of reference mention¬ 
ed in para 2 above. They were also requested to inti¬ 
mate die actual yield of sales tax revenue from each 
of the five commodities during the financial years 
1975-76 to 1981-82, the salient features of their sales 
tax laws and allied matters. A questionnaire was 
also sent to them in January, 1982, seelpng their 
views, inter alia, on : (a) scope of coverage of the 
five commodities under reference; (b) cross-checking 
of sales tax* data furnished by the State authorities 
with the data to be collected from other concerned 
agencies, and (c) safeguards to be provided to the 
States if the scheme of additional excise duty was 
extended. A copy of the questionnaire is at Anne- 
xure IV. 


(i) to study the financial implications of the 
proposal for inclusion in the list of declared 
goods and for levy of additional excise 
duty in lieu Of sales tax on vanaspati, drugs 
and medicines, cement, paper and paper 
board and petroleum products and the 
manner in which the financial interests of the 
States can be safeguarded; 

(ii) to suggest necessary changes in the relevant 
Central and State tax laws to give effect to 
the Committee’s recommendations; and 

(iii) to make recommendations regarding any 
other related matter. 

3. The Committee was authorised to evolve its own 
procedure for its work. A copy of the Resolution 
of the Government of India dated the 21st December, 
1981, setting up the Committee is placed at Anne- 
xure I. 


7. In the meetings held subsequently, the Com¬ 
mittee also devised its procedure. It was decided to 
obtain the relevant data from the concerned Central 
Agencies viz. Cement Controller, Controller of Vanas- 
ptfti etc. to compare and co-relate the data received 
from the States and Union Territories, hold discussions 
with the State authorities and also obtain the views 
of some leading Economists and representatives of 
the trade. 

8. In response to the Committee’s request, S/Shri 
Malcolm S. Adiseshaiah, L. K. Jha, Raja J. Chelliah, 
M. R. Yardi and S. Guhan sent to us papers contain- 

heir views. The Committee also had the benefit 
discussions with S/Shri L. K. Jha, Prof. D. T. 
Lakdawala and Dr. Raja J. ChelliAh. The bulk of 
the required data from the States and Union Territo¬ 
ries were received during May to September, 1982. 
The last of the States to send (he data did so in 
November, 1982. 



4. Shri Mohanlal Sukhadia assumed charge as 
the Chairman on the 9th January, 1982. However, 
after his sad demise on the 2nd February, 1982, 
Shri Kamlapati Tripalhi, M.P. was appointed as the 
Oiaiiman of the Committee by the Government of 
India by its Resolution dated 1st March, 1982. A 
copy of the Resolution is placed at Annexure II. 


5-With effect from the 29th June, 1982, there wj 
anothCT change in the composition of the Cbmmitfc 
with die appointment of Shri N. V. Krishnan, Membe 
*? cret “y “ the Secretary of the Eighth Finani 
ComnuMBon. Shri K. V. R. Nair, Joint Secretai 
(Plan Fbancee) m the Ministry of Finance was appoi: 
ted as die new Member-Secretary of the Committer 
copy of the Resolution of the Government of fridi 


9. The Committee had detailed discussions with 
most of the Chief Ministers of States as well as Union 
Territories. Discussions were also held with the 
officials of the Central Board of Excise and Customs 
and the Department of Statistics of the Government 
of India. Though most of the discussions were held 
in Delhi, the Committee also had meetings at Luck¬ 
now, Hyderabad, Madras, Trivandrum and Bombay. 

10. On certain aspects of the data furnished by 
the States? the Committee had to seek clarification. 
This was. obtained partly by correspondence and partly 
in personal discussions. As the receipt of the data 
and the required classification-from the States took 
considerable time, the Committee had to seek periodi¬ 
cal extensions of its term upto the end of January, 
1983. 



CHAPTER II 


CONSTITUTIONAL AND LEGAL BACKGROUND 


A. Sales Tax 

Taxes on the sale or purchase of goods is a State 
subject of taxation under the Constitution. However, 
the States’ power to levy such tax is subject, to certain 
restrictions. Article 286 of the Constitution, as it 
stood prior to its amendment in the year 1956, read 
as follows : 

“286—Restriction as to imposition of tax bn the 
sale or purchase of goods. 

(1) No law of a State shall impose, or authorise 
the imposition of, a tax on the sale or pur¬ 
chase of goods where such sale or purchase 
takes place; 

(a) Outside the State; or 


2. The State were' accordingly prohibited from 
imposing any tax on the sale or purchase of goods 
where such sales or purchases took place outside the 
State or in the course of the import* of goods into dr 
export of goods out of the territory of India. The 
explanation under Clause (1) of the Article defined 
the scope of sale or purchase for this purpose. The 
meaning and scope of this explanation came up for 
consideration of the Supreme Court in the State of 
Bombay Vs. United Motors (I) Ltd. (1953) 4 STC 
133. The Court held that though the sales mentioned 
in the explanation were inter-State sale* beyond the 
competence of the State to tint, they became sales 
within a State by legal fiction. The States in which 


(b) in the course of the import of the goods 
into, or export of the goods out Of, the 
territory of India. 

Explanation.—For the purposes of sub-clause 
(a), a sale or purchase shall be deemed to 
have taken place in the State in which the 
goods have actually been delivered as a 
direct result of such sale or purchase for 
the purpose of consumption in that State, 
notwithstanding the fact that under the 
general law relating to sale of goods the 
property in the goods has by reason of such 
sale or purchase passed in another State. 

(2) Except in so far as Parliament may' by law 
otherwise provide, no law of a State shall 
impose, or otherwise authorise the imposi¬ 
tion of, a tax on the sale or purchase of any 
goods where such sale or purchase taken 
place in the course of inter-State trade or 
commerce. 

Provided that the President may by order direct 
that any tax on the sale or purchase of 
goods which was being lawfully levied by 
the Government of any Stafe Jmmediately 
before the commencement of this "Constitu¬ 
tion shall, notwithstanding that the imposi¬ 
tion of such tax is contrary to the-provisions 
of this clause, continue to be levied until 
the Thirty first day of March, 1951. 

(3) No law made by the Legislature of a State 
imposing, or authorising the imposition of, 
a tax on the sale or purchase of any such 
goods as have been declared by Parliament 
by law to be essential for the life of the 
community, shall have effect unless it has 
been reserved for the consideration of the 
President and has received his assent”. 


the goods were consumed were therefore held com¬ 
petent to tax the sales even though the selling dealer 
was outside the State and the producing or exporting 
States were prohibited from- taxing them. This 
meant that an exporting dealer had to register himself 
and be liable to tax not only in his own State but also 
in all States, to which he exported goods. This deci¬ 
sion caused considerable hardship to traders as they 
were made subject to procedures of assessment of 
tax of other States to which they sent goods for con¬ 
sumption apart from being assessed in the producing 
or exporting State on its own view of therfransactions. 
However, the above ruling was reversed by the 
Supreme Court in the case of Bengal Immunity Com¬ 
pany Vs. State of Bihar (1955) 6 STC 446 and it held 
that until a law wa^ made by the Parliament under 
Clause (2) of Article 286, no State could levy tax 
on inter-State sales or purchases. This decision, 
though favourable to the trade, resulted in the invali¬ 
dation of all past collection of taxes on such transac¬ 
tions. The Government of India had to take up legis¬ 
lation for retrospective validation of such collections. 

. 3. Apart from prohibiting the States from the 
levy of any tax on the sale or purchase in the course 
of foreign trade or Inter-State Trade, 
Essential Goods Artmk 286, as it stood prior to 1956, 
(Dedatption and *^0 prohibited the States from levying 
Regulation Of tax any tax on the sale or purchase of 

Act. d ? hrGd J* ParitaSS by 

1952 to be essential for the life of the 

community except with the previous 
consent of the President. The 
necessary law entitled the Essential Goods (Declaration 
RegulatJonmf Tax on sale or Purchase) Act 1952 
was enacted by the Parliament in 1952. This Act 
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covered a variety of goods such as cereals, pulses, fresh 
and dried fruits, fresh milk, meat, fish, eggs, edible 
oils and oil seeds, gur, salt, all cloth woven on 
handlooms, raw cotton, cotton yarn, hides and skins 
and so on which were declared as essential for the life 
of the community. 

4. There had been much criticism of this Act 
by the State Governments. The Taxation Enquiry 
Commission examined -this question and observed that 
the object of restricting the powers of the States fo 
levy a tax on sale or purchase of essential goods was 
to achieve some degree of uniformity in the tax burden 
on those goods and no.t necessarily to eliminate 
altogether the sales tax on such goods. Secondly, it 
observed that the list of essential goods included goods 
which could not, except by a wide interpretation, 
be regarded as essential to the life of the community. 
In brief, the Taxation Enquiry Commission felt that 
the taxation of inter-State sales should be the concern 
of the Union while the decision as to what should be 
exempted from inter-State sales taxation should be 
solely the concern of the State Governments. 

5. Based on the recommendations of the Taxation 

Enquiry Commisison, the Constitution was amended 
Central Sales Tax as per the Constitution ( 6th Anicnd- 
Act. 1956 ment) Act of 1956. 

By that amendment, Entry 92A was inserted in 
List I of the Seventh Schedule authorising Parliament 
to levy tax on sales or purchases of goods (other than 
newspapers) in the course of inter-State trade or 
commerce. Article 269 was amended to assign 
revenue from the tax on inter-State sales or purchases 
of goods to the States. Article 286 was also 
amended to enable Parliament, to formulate principles 
for determining the various, categories of sales, 
Clause (2) of Article 286 enabled Parliament to 
formulate principles for determining when a sale or 
purchase takes place outside the State or in the course 
of import of goods into or export out of the territory 
of India. Clause (3) of Article 286 enables 
Parliament to declare goods as of special importance 
in inter-State trade or commerce and subject tbe 
State s powers to levy sales tax to such restrictions 
and conditions as Parliament might impose. 

6. In exercise of the powers given by the above 
amendment to the Constitution, the Central Sales Tax 
Act, 1956 was enacted. It provides, inter alia, for 
the levy of tax on sale of goods in the course of 
inter-State trade. Generally speaking, (he fax on 
inter-State sales to registered dealers and to Government 
is leviable presently at tbe rate of 4% or the local 
rate whichever is lower. Such sale of goods other 
than declared goods to unregistered dealers or 
consumers are taxable at the rate of 10% or the State 
rate whichever is higher. The administration of the 
Central Sales Tax Act, 1956, has been entrusted bv 
law to the States who collect and retain the proceeds 
of the tax. 


following goods have been declared as of a special 
importance in inter-State trade or commerce : 
(i) cereals; (ii) cotton, cotton yarn (excluding cotton 
yarn waste), cotton fabrics; (iii) rayon or art silk 
fabrics; (iv) woollen fabrics; (v) sugar; (vi) tobacco; 
(vii) coal; (viii) crude oil; (ix) hides and skins; 
(x) iron and steel; (xi) jute; (xii) oil seeds; and 
(xiii) pulses. Section 15 of the Central Sales Tax 
Act, 1956 has the effect of laying down the following 
restrictions on the powers of the State Legislature 
in regard to levy of local sales tax on these goods 
within their respective States :— 

(a) the*rate of sales tax cannot (at present) 
exceed 4%; 

(b) the tax cannot be levied at more than one 
stage; if the tax »n the local sale has been 
levied and if such goods are later sold in 
inter-State trade the local tax is refundable. 

8. While the present position of the Constitution 
in regard to sales tax is as mentioned above, another 

important amendment to the Consti- 
Constitution (46th fution regarding sales tax is in the 
Amendment) Bill offing. Many State Governments who 
administer -sales tax had reported 
large scale evasion of Central Sales tax leviable on 
inter-State sale of goods through the device of 
consignment transfers. They also reported leakage 
of sales tax revenue in hire purchase transactions, 
works contracts, supply of food stuffs efc. by hotels 
in view of the restricted interpretation of the term 
‘sale’ by Courts, The Constitution (46th Amendment ) 
Bill recently passed by both the Houses of the 
Parliament and awaiting ratificatioii by the State 
Legislatures deals with this issue. 

9. The Bill seeks to insert a new Entry 92B in 
the Union List in the Seventh Schedule to enable 
Parliament to levy tax on inter-State consignment of 
goods and the revenue therefrom is proposed to be 
assigned to the States by amending Article 269. The 
Bill also seeks to insert in Article 366 a definition of 
the term ‘fax on sale or purchase of goods’ as inclusive 
of :— 

(a) a tax on the transfer, otherwise than in 
pursuance of a contract, of property in any 
goods for cash, deferred payment or other 
valuable consideration; 

(b) a tax on the transfer of property in goods 
(whefher as goods or in some other form) 
involved in (he execution of a works 
contract; 

(c) a tax on the delivery of goods on hire 
purchase or any system of payment by 
instalments; 

(d) a tax on the transfer of the right to use 
any goods for any purpose (whether or nof 


7. The Central Sales Tax Act by virtue of 
amended Article 286(3) also declares the van, 
Declared goods S°°d s fo be of special iraporfai 

c -c ii • ln inter '^ tate tTa de or commer 
Specifically m terms of Section 14 of that Act 
S/22 Fin.(82—2 


for a specified period) for cash, deferred 
payment or other valuable consideration; 

(e) a tax on the supply of goods by any 
unincorporated association or body of 
persons to ,a member thereof for cash. 
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deferred payment or other valuable consi¬ 
deration; and 

({) a tax on the supply by way of or as part 
of any service or in any other manner what¬ 
soever, of goods being food or any other 
article for human consumption or any drink 
(whether or not intoxicating) where such 
supply or service is for cash, deferred pay¬ 
ment or other valuable consideration. 

The amendment also empowers Parliament to specify 
by law restrictions and conditions with regard to levy 
of tax by States on transfer of goods in indivisible 
works contracts, hire purchase transactions and lease 
of goods. 

B. Central Excise 

10. The Central Excise Duty is levied by the 
Union Government by virtue of the taxation powers 
vested in it under Entry No. 84 of List of the Seventh 
Schedule to the Constitution. Under the said entry 
duties of excise are levied on tobacco and other goods 
manufactured or produced in India except:— 

(a) Alcoholic liquors for human consumption; 

(b) opium, Indian hemp and other narcotic 
drugs and narcotics, 

but including medicinal and toilet preparations con¬ 
taining alcohol or any substance included in sub- 
paragraph (b) of this entry. 

11. As per the above entry, the Union Government 
is empowered to levy duties of excise on medicinal 

and toilet preparations containing 
Excise duty on alcohol or any substance included in 

Medicinal and sub-para (b) of the said entiy. 

Toilet Though the Union Government is so 

Preparations empowered to levy excise duty on such 
medicinal preparations, under Article 
268 of the Constitution the excise duties are collected 
by the States in which they are levied and these pro¬ 
ceeds do not form part of the Consolidated Fund of 


India unlike other Union excise duties which are levied 
and collected by the Union of India. For this purpose, 
the Medicinal and Toilet Preparations (Excise Dudes) 
Act, 1945, has been enacted. 

12. The following is the list of some of the 
major duties which are collected by the Central Ex¬ 
cise Department as duties of excise. 

(a) Basic Excise Duty .—Bulk of the Central Ex¬ 
cise Dufy is levied under the Central Excises and 
Salt Act, 1944 and is commonly known as basic ex¬ 
cise duty. The basic excise duty may be levied on 
an ad valorem basis as a percentage of the ex-factory 
value of the goods. Apart from the same, the basic 
excise duty may also be levied on specific basis with 
reference to the weight, volume, unit, length or area of 
the excisable goods. These rates are given in the 
Fiist Schedule (popularly known as the Central Ex- 
pise Tariff) to the Central Excises & Salt Act, 1944. 
The net proceeds of basic excise duties are allocated 
between the Union and the States as per the awards 
of the Finance Commissions. Presently 40 per cent 
of the net proceeds of the Union Excise Duties are 
being paid out of the Consolidated Fund of India 
to the States and distributed amongst them on the 
basis of the award given by the Seventh Finance Com¬ 
mission. 

(b) Special Excise Duty .—Special Excise Duty is 
levied under the relevant Finance Acts of the Union 
Government. It is generally levied as a percentage 
rate of the basic excise duty. 

(c) Additional Excise Duty in lieu of sales tax .— 
Additional excise duty is levied on. sugar, tobacco 
and textiles in lieu of sales tax under the Additional 
Duties of Excise (Goods of special importance) Act, 
1957. The proceeds of the same are distributed 
wholly amongst the States as per the awards given 
by the Finance Cbmmissions. 

13. Apart from the above, certain other excise 
duties as well as cesses are levied under various Acts 
which are collected by the Central Excise Department. 



CHAPTER m 


SCHEME OF ADDITIONAL EXCISE DUTY ON SUGAR, TOBACCO AND TEXTILES 


As the terms of reference require the Committee 
to study the financial implications of the proposal for 
levy of additional excise duty in lieu of sales tax on 
the five commodities, it would be useful to narrate 
the scheme of additional excise duty as it now applies 
to three commodities, namely, sugar, tobacco and 
textiles. 

2. The scheme of levy of additional excise duty in 
lieu of sales tax applicable to sugar, tobacco, and 
textiles was implemented through the Additional Du¬ 
ties of Excise (Goods of Special Importance) Act, 
1957, in pursuance of the decision of the National 
Development Council taken in December, 1956. The 
proceeds of the additional excise duty are distributed 
among the States in accordance with the principles 
of distribution laid down by the Finance Commissions 
from time to time. The Act does not debar the State 
Governments from levying sales tax on these com¬ 
modities. If, however, provides that if in any year 
a State Government levies a tax on the sales or pur¬ 
chases of such commodities (except silk fabrics) no 
sums shall be paid to that State as its share of pro¬ 
ceeds of additional excise duty unless the Central 
Government otherwise directs. These goods (with 
the exception of silk fabrics) have also been included 
in the list of declared goods in Section 14 of the Cen¬ 
tral Sales Tax Act, 1956, and if any State levies sales 
fax on these commodities, the restrictions and condi¬ 
tions laid down in Section 15 of the Central Sales 
Tax Act, 1956 will apply. 

3. The States were not happy with the implemen¬ 
tation of the scheme, as, in their opinion, sales tax 
revenues have shown a much higher rate of growth 
than the yield from additional excise duty. The matter 
was examined by the Fifth Finance Commission and 
subsequently a group of Central and State Govern¬ 
ments’ officers looked into the matter and in the 
light of their report, the Committee of N.D.C. in its 
meeting held in December, 1970, agreed to the con¬ 
tinuance of the scheme subject to the following con¬ 
ditions :— 

(i) duties being converted into ad valorem ex¬ 
cept in the case of unmanufactured tobacco; 

(ii) incidence of additional duty should be 
raised to 10.8 per cent of the value of clea¬ 
rances ; 

(iii) ratio between the basic and additional duty 
should" be 2:1 ; and 

(iv) a Standing Review Committee may be set 
up for reviewing the working of the sche¬ 
me. 


4. Rates of additional excise duties are now on 
ad valorem basis in case of sugar, cofion, woollen and 
man-made fabrics and on tooacco products except 
biris and snuff. In the case of cigarettes, the duties 
are ad vaiorem-cum-specific. It is unders.ood trom 
the Union Ministry of Finance that the ratio of 2 : 1 
was achieved with effect from the Budget for 1981- 
82 as promised by the Finance Minister in the Con¬ 
ferences of Chief Ministers on Sales Tax held in Sep¬ 
tember, 1980 and February, 1981. The first meeting 
of the Standing Review Committee consisting of tne 
Finance/Revenue Secretaries of the States and the 
representatives of the Central Government was held 
on the 12th February, 1981, under the Chairman hip 
of Member-Secretary, Planning Commission. In 
that meeting a Sub-Committee was constituted with 
the following terms of reference— 

(a) problems and modalities of implementation 
of the decisions of the N.D.C. taken in 
1970; and 

(b) time-horizon during which these decisions 
could be implemented. 

The Sub-Committee met on the 23rd May, 1981 
and again on the 18th July, 1981. After detailed 
deliberations it recommended that (he incidence of 
additional excise duty of 10.8 per cent on he value 
of clearances may be achieved in three stages viz. 
8.5 per cent by 1984-85, 9.75 per cent by 1987-88 
and 10.8 per cent by 1989 -90. The recommendations 
of the Sub-Committee were considered and accepted 
by the Standing Review Committee in its meeting held 
on the 28th November, 1981. It was also recommen¬ 
ded that the Sub-Committee may meet periodically 
to review the progress in implementation of the re¬ 
commendations. 

5. With the Budget for the yeai 1982-83, further 
progress has been introduced in the rate structure of 
higher priced fabrics in such a way that fabrics having 
ex-factory prices of more than Rs. 20 per sq. meter 
would attract additional duty at 7} per cent ad 
valorem in place of 51 per cent ad valorem. The 
additional revenue is estimated at Rs. 35.00 crores. 

6. The Eighth Finance Commission constituted on 
the 20th June, 1982, has been asked to suggest chan¬ 
ges, if any, in the principles governing the distribution 
among the States of their share from the proceeds of 
additional excise duties in lieu of sales tax on cotton 
fabrics, woollen fabrics, rayon or artificial silk fabrics, 
sugar and tobacco including manufactured tobacco. 


5 



CHAPTER IV 


ORIGIN OF THE PROPOSAL FOR EXTENSION OF ADDITIONAL EXCISE DUTY SCHEME 


The proposal for extending the additional excise 
duty scheme in lieu of sales tax to more commodities 
was one of the suggestions made by the Indirect Ta¬ 
xation Enquiry Committee (popularly known as the 
Jha Committee) which had ' made a comprehensive 
review of the system, of indirect taxation prevailing in 
the country. It submitted its report in two parts— 
Part I in the year 1977 and Part II in the year 1978. 
In order to facilitate a clear understanding of the 
proposal for extension of the additional excise duty 
scheme, it would be useful to recapitulate what the 
Indirect 1 Taxation Enquiry Committee had to say 
regarding the drawbacks of the sales tax system. 

2. The Jha Committee felt that the inter-action of 
sales taxes and excise duties and the consequent in¬ 
crease in costs and profits results in higher price to 
the final consumer than is warranted by the revenue 
earnings, difficulties in the adjustment of tax burden 
to subserve the Government’s policy objectives and 
difficulties in freeing exports completely of infernal 
commodity taxation. The Committee also mentioned 
the following defects :— 

(a) In cases where no credit is given for earlier 
taxation on inputs, it creates the problem of 
vertical integration because manufacturers 
who buy their products from other produ¬ 
cers, usually small scale and ancillary indu¬ 
stries, pay sales tax on them, while no sales 
tax is payable on these items if they are 
produced within the factory. This also has 
an extra-territorial impact in the sense that 
when the goods are sold outside the State 
in which they are produced, the burden of 
sales tax on the inputs is passed on to the 
consumers in other States ; 

(b) The Central Sales Tax Act has the effect of 
taxing the consumers in the States outside 
the producing State, at a rate of 4 per cent. 
In order to avoid paying the Central Sales 
Tax, many manufacturers send their pro¬ 
ducts to. their own depots in other States 
so that no sale attracting Central Sales Tax 
takes place. This places all the smaller 
producers at a disadvantage since they do 
not have the means to set up their own de¬ 
pots. Further, the discrepancy between the 
rate of Central Sales Tax and the rate of 
local sales tax on inputs causes uneconomic 
diversion of trade ; 

(c) As different States levy tax at different rates, 
the prices of even those commodities for 


which there is otherwise an all-India uni¬ 
form price, vary from State to State ; and 

(d) The procedures for entorcing the sales tax 
vary considerably from State to State. 
The existence of different prescribed forms 
ltf^ach State for compliance of the tax laws 
creates unnecessary problems for the manu¬ 
facturers and traders whose activities are 
carried on in mote than one State. 

3. On the issue whether if would not be better to 
abolish sales tax altogether and compensate the States 
for the loss of revenue by imposing additional excise 
duties, as hi the case of textiles, tobacco and sugar, 
fhe Indirect Taxation Enquiry Committee had com¬ 
mented as follows :— 

(a) Substantial revenue is being currently collec¬ 
ted on goods not subject to excise duties. 
There is a net contribution to revenue from 
taxes on goods such as agricultural products 
and output of small manufacturers as well 
as articles of jewellery, which, for admini¬ 
strative and other reasons, central excises 
do not reach; 

(b) Excise is a tax on goods which are manu¬ 
factured or produced. Confining taxes to 
production would mean leaving untaxed the 
value which is added to a product between 
the point at which it leaves the factory and 
the point when it is sold to the consumer ; 
and 

(c) Excise duties have an all-India character. 
They cannot take into account the differen¬ 
ces in the levels of income and patterns of 
consumption which ’vary so considerably 
from region to region and State to State. 
The different rates of sales taxation in di¬ 
fferent States, while they undoubtedly cre¬ 
ate some problems, permit regional and 
State level variations which could not be 
provided for under the excise tax system. 

4. The Indirect Taxation Enquiry Committee felt 
that some important reforms should be carried out in 
the sales tax system. Reforms suggested by the 
Committee are the following :— 

(a) Single point system of tax leviable at the 
last point; 

(b) Uniformity of sales tax rates in the case t 
selected goods, one way of achieving which 
is by extension of additional excise duty in 
lieu of sales tax to more items ; 
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(c) Reduction of extra-territorial impact of 
sales tax; 

(d) Enlargement of the list of declared goods; 
and 

(e) Uniformity in sales tax legislation. 

5. It would be seen from the above that one of the 
reforms suggested by the Indirect Taxation Enquiry 
Committee was replacement of sales tax by additional 
excise duty on some commodities. It has pointed out 
that while a large number of products could be taxed 
at different rates, there were some on which rates 
differential encouraged uneconomic diversion of trade 
in a manner which also resulted in a loss of revenue 
to the State with a higher rate of taxation. Further, 
there were many products for which the Central 
Government or the producers try to maintain a uni¬ 
form all-India price but different rates of sales tax 
resulted in the divergence of price from State to State, 
The Indirect Taxation Enquiry Committee had, there¬ 
fore, suggested that in respect of essential goods like 
cement, medicines, vanaspati and petroleum products 
it might be desirable to consider the question of 
additional excise duty in lieu of sales tax. 

6. To consider the various proposals for reforming 
the sales tax system, the Union Finance Minister 
convened a Conference of Chief Ministers on the 16th 
and 17th September, 1980. One'of the proposals 
considered by the Conference was the. question of 
extending the coverage of the scheme of additional 
excise duty in lieu of sales tax. The conference passed 
the following resolution :— 

“(a) sales-tax on life saving drugs listed as such 
by the Hathi Committee and Vanaspati be 
replaced by additional ■ excise duties and 
suitable modalities worked out with a view to 
safeguarding the ligitimafe revenue interests, 
present and future, of the States; 

(b) a panel of Chief Ministers be set up to 
formulate proposals for (i) additions to the 
list of goods to which the scheme of addi¬ 
tional excise duties in lieu of Sales-tax be 
extended, and (ii) additions to the list of 
‘declared goods’; 


that a. the last meeting of Chief held m 

Seotember, 1980, he had assured the States that ne 
would see that no State loses as a result of the 
orooosed change. He added that he would take care 
to seeTdiat the future growth rate of revenue from 
these commodities is also taken care of adequately. 
t order to ensure this, the Finance Minister proposed 
that a Committee headed by a person qualified to be 
the Chairman of the Finance Commission assisred by 
an Economist and an administrator be constituted 
to determine the quantum ol revenue from sales tax 
on the new. items brought under the levy of additional 
excise duty in lieu of sales tax and to lay down th. 
principles of distribution of that amount. 

8. At the end of the conference, the Union Finance 
Minister submitted the following Resolution for con¬ 
sideration of the Conference : 

“This Conference of Chief Ministers on Sales 
Tax held in New Delhi on 15th February, 
1981 having considered the proposal of the 
Union Finance Minister for inclusion in the 
list of declared goods and for levy of addi¬ 
tional excise duty in lieu of sales tax on : 

(i) Vanaspati; 

(ii) Drugs and Medicines ; 

(inf Cement; 

(iv) Paper and paper board ; and 

(v) Petroleum-products ; * 

and taking note of his assurance that the 
proposed scheme would be so devised and 
administered as to safeguard the present 
and future interests of revenue of the 
States from these commodities, resolves as 
follows :— 

(1) that an Expert Committee headed by an 
eminent person qualified to be the 
Chairman of Finance Commission and 
with an economist and an administrator 
as members be constituted to study the 
financial implications of the aforesaid 
proposal and the manner in which the 

♦ ha Ctntar 






(c) the Law Commission be requested to under¬ 
take on a high priority basis the drafting of 
a model Sales-Tax Law for consideration 
by the States; 

■(d) the Central Government should consider 
introduction of a Constitution (Amendment) 
Bill on the lines of the Constitution (49th 
Amendment) Bill at an early date.” 


safeguarded ; 

(2) that the Expert Committee which will be 
appointed by the Union Government 
may, for the purpose of its work call for 
such information as may be necessary 
from the Central and State Governments 
and submit its report within a period of 
3 months : 


7. Thereafter, the matter was further considered 
by the Government of India in another Conference of 
the Chief Ministers held in February, 1981 urtder the 
Chairmanship of the Union Finance . Minister. In 
that Conference, referring to the common apprehen¬ 
sion expressed by the Chief Ministers that their sales 
tax revenue will go down as a result of the transfer 
of these items from sales tax to the levy of 
additional excise duty, the Finance Minister stated 


(3) that the report of the Committee be 
placed before a Conference of Chief 
Ministers to be called for this purpose for 
appropriate consideration.” 

9. After a brief discussion, the Resolution was 
adopted by the Conference. The States of West 
Bengal, Kerala and Jammu and Kashmir, however, 
did not, on principle, agree with the Resolution. 



CHAPTER V 


VIEWS OF THE STATES REGARDING THE PROPOSAL 


Most of the States have expressed reservations 
about the scheme of replacement of sales tax by 
additional excise duty. We are giving an outline of 
their views in the following paragraphs. 

2. Some States have opposed the scheme as one 
repugnant to the federal structure of the Constitution. 

The Centre and the States have been 
Erosion of the given specific areas of taxation. Their 

*<>/the States rS respective areas of duties and respon¬ 
sibilities have also been clearly laid 
down. While framing the Constitution it was also 
recognised that, even with the optimum utilisation of 
the powers of taxation given to States, they would not 
be able to meet the growing demands on their funds 
in order to respond to the genuine aspirations of the 
people. Therefore, a system of devolution of shares 
of some Central taxes and duties was also built into 
the Constitution. It should be the endeavour of both 
the Centre and the States to do nothing that would 
upset or seriously disturb this fiscal structure. If, 
even in areas where States are given powers of 
taxation, increasingly- rigorous restrictions are brought 
in by the Centre, that would be a trend inconsistent 
with the provisions in the Constitution. When the 
Centre proposes to go beyond even such restrictions 
and decide to take away the States’ powers of taxation 
in respect of some items, it would mean, in the view 
of some States, an extreme step of denial of the 
Constitutional rights of States. 

3. One of the States has stated that the passing of 
the Constitution (6th Amendment) Act, 1956 by 
virtue of which said taxation with respect to sale or 
purchase of goods as declared by Parliament to be of 
special importance in inter-State trade is subject to 
restrictions by Parliament, is itself a serious infringe¬ 
ment of the federal Constitution. It has voiced its 
opposition to the consequent amendments to the 
Central Sales Tax Act, 1956 and to the existing 
Additional Duties of Excise (Goods of Special Impor¬ 
tance) Act, 1957. 

4. The States have pointed out that sales tax which 
is an elastic source of revenue has been the mainstay 

Financial aspects ° f 1116 ^soim-e mobilisation of the 

States. Further, the five commodities 
which have been selected for replacement of sales tax 
yield a substantial part of the Sales taxi revenue and 
hence by surrendering the right to levy sales tax on 
these commodities the States will be put to great 
monetary loss. In this connection they fear that the 
direct repercussion would be that the States’ plan 
resources will be reduced. There will be more of 


pressing demands on the Centre for plan assistance 
and for increased financial devolution through the 
Finance Commission as well as the Planning Commis¬ 
sion. The States are, therefore, of the view that 
divesting them of a large source of tax revenue which 
could be directly raised by the State Governments 
without the intervention of the Centre would only 
result in inflated demands on the Centre in the future 
and reduce States’ sense of responsibility for expendi¬ 
ture. 

5. Some States have argued that under Sales tax 
system, they have the flexibility to adjust the rates of 

. fax to promote the economic develop- 

wusfsaTeTtfx raen . t ol backward areas or of a 

as an instrument Particular industry. The State Gov- 
of development emment were using sales tax as an 

instrument for the development of 
industries for which they were giving various incentives 
by way of exemption from sales tax, deferred payment 
of sales tax or sales taxi based subsidies. It has been 
argued that these distinct advantages would be lost 
as, with the introduction of additional excise duty, 
there will be uniformity as between the States and as 
between the regions within the same States. If States 
want to continue such concessions, they would have 
to meet the expenditure as cash payment from their 
other revenues. 

6. One factor which has weighed with the Stafe 
Governments who have not agreed to the scheme is 

Other aspects L heif . fear ,hat the Centre would not 
be m a position to guarantee or 
adequately safeguard their interests once the States 
gave up the right to levy sales tax on the proposed 
five commodities. Almost every State pointed out 
before the Committee that the Centre had not been 
able to fulfil its promise regarding implementation of 
the additional excise duty scheme which is already in 
vogue in respect of sugar, tobacco and textiles. They 
have pointed out that the Resolution passed by the 
National Development Council in the year 1970 that 
the ratio of basic and additional excise duties would 
be kept as 2 : 1 and that the overall incidence of 
additional excise duty on the above three commodities 
would be maintained not below 10.8% of the value 
of the ex-factory clearance had not been fulfilled even 
after the lapse of twelve years. They are of the 
opinion that they have already lost considerably by 
agreeing to the scheme and have pointed out to the 
Committee that, had the power to levy sales tax on 
these three commodities been with them, they would 
have been able to collect much more than what they 
were getting by way of their share out of the additional 


8 



9 


excise duty proceeds from the Centre. In a sense, 
most of the States have expressed their lack of 
confidence in the Centre’s ability to protect their 
interests in any future extension of the scheme. 

7. Many States have pleaded before the Committee 
that if one of the reasons for the proposed scheme to 
replace the sales tax was the harassment to the trade, 
it would not stand scrutiny. It has been stressed by 
many States that they themselves have been periodically 
reviewing the Sales tax procedures to reduce formalities 
to the bare minimum. In this connection many States 
have pointed out that in respect of most of the five 
commodities under consideration, sales tax was being 
levied at first point where the number of dealers was 
relatively small. In fact, such dealers are mostly in 
the public sector as in the case of petroleum products 
or they are big companies or dealers who had the 
expertise to comply with the sales tax formalities. It 
was, therefore, urged before the Committee that the 
proposed scheme would only give a marginal benefit 
to a small segment of the trading community and that 
the benefit will go to the large organised dealers and 
not to the small scale dealers. One State has reported 
that the number of dealers of the five commodities 
would only be around one thousand in that State as 
compared to the total of two lakh dealers under sales 
tax registration. 

8. Apart from the number of dealers who will benefit 
from the proposed scheme, it has been pointed out 
by the States that those dealers will also not be 
entirely relieved of the rigours of the sales tax system 
due to the close linkages in trade practices. For 
example, one state has pointed out that a manufacturer 
of vanaspati will have to purchase groundnuts and 
chemicals required for purification. Purchases of 
these raw materials will attract taxation under the 
local Sales Tax law. Consequently such manufacturers 
wil have to get themselves registered under the State’s 
sales tax law and pay the fax accordingly. 

9. The States have also pointed out that the 
argument that uniformity of taxation which may be 
brought about by fhe replacement of sales tax by 
additional excise duty would subserve trade and 
comerce is totally fallacious. Uniformity by itself 
they maintain, in a scheme of taxation in a federal 
policy has no merit whatsoever and that over- 
cenfralisation will neutralise any advantage that accrues 
to commerce and trade by way of this uniformity. 
According to them the industry will not benefit much 
by merely making the rates of sales tax uniform 
because cost of production and sale price of goods 
are much more dependent on the availability of raw 
materials, infra-structure, transportation and the like 
than the incidence of sales tax. In their opionion 
difference in price of goods and commodities in 
different States is bound to persist and that per se 
such difference has no undesirability in a large country 
like India. 

10. Some of the States have pointed out that as 
a substantial portion of the sales tax is being collecfed 
on account of the five commodities, the replacement 


of sales tax would only push up the cost of collection 
of sales tax in the States. Some others have also 
pointed out that a large segment of the staff in the 
Sales Tax Department would be rendered surplus by 
the scheme. 

11. Many States have pointed out that by the 
proposed scheme if the States are to be fully 
compensated, the Centre will have to levy very high 
rates of additional excise duty. Sales tax was being 
levied generally at the wholesale poinf or at the retail 
point. The tax base for the levy of sales tax was, 
therefore, much larger and wider. On the contrary 
the Centre, if it were to collect the same amount of 
revenue at fhe stage of production, would harve to 
impose much higher rates of additional excise duty. 
This will place the Centre at a psychologically 
disadvantageous position in having to take the 
responsibility of levying very high rates of excise 
duty. 

12. Some States have pointed out that there were 
serious disadvantages by jacking up the rates of excise 
duty at the point of manufacture of the goods. Firstly, 
it was pointed out that the temptation to evade may 
increase if too much of tax burden falls at one stage. 
They have also pointed out that the availability of 
another point of taxation would facilitate some cross¬ 
checking of any leakage of revenue at the earlier stage. 
This would give added temptation to a manufacturer 
to evade excise duty. Thirdly, if all excise duties 
were to be levied at the point of manufacture, it will 
increase the cost of production of the manufacturer 
as he will have to find increased financial resources 
to pay for the excise duties. 

13. The Union Territories of Pondicherry and Goa, 
Daman & Diu which have elected Legislative Councils 

have pointed out that, according to 
Union Territories recommendations of the Finance 
Special Problems Commissions in relation to the levy 
of additional excise duty on tobacco, 
sugar and textiles, a certain percentage 
of the net. proceeds of additional duties of excise on 
these commodities is retained by the Centre as 
attributable to Union Territories. If the Centre has 
to pass on any amount to Union Territory, the same 
would not be given as their share of additional excise 
duties but as grants-in-aid. In their opinion such a 
proposal to compensate the Union Territories by way 
of grants-in-aid is neither a happy nor a practical 
situation which they would like to take in order to 
improve socio-economic conditions of the people. 

14. These two Union Territories also say that they 
have passed Resolutions demanding Statehood and 
that one of the difficulties of the Central Government 
in granting Statehood is their poor financial resources 
base. According to the present dispensation the Union 
Territories are given their* share of additional excise 
duty only by way of grants-in-aid and not as a separate 
share as in the case of States. As such their potential 
revenue from Sales tax would not be exhibited in the 
receipts of fhe Union Territories’ budget. In that 
event the Union Territories’ position regarding their 
economic viability would become worse and they 
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would not be able to achieve their Statehood. They 
might also lose the assistance they receive in response 
to their own additional resources mobilisation from 
these commodities! They have, therefore, urged that 
they would like to retain the status quo regarding sales 
tax levy. 

15. Apart from our discussions with the States, we 
had flte opportunity of getting the views of some trade 
organisations. They have urged before 
Views of trade us that there is enormous harassment 

organisations to the trade by way of levy of sales 

tax. In their view, because of the 
harassment, sections of trade were sometimes forced 
to take recourse to dubious methods of evading sales 
tax. The levy of sales tax, in their opinion, had 
contributed in a big way to large scale leakage of 
revenue, apart from being a source of harassment and 
corruption. They have, therefore, urged that the 


Committee should, besides from going into the question 
of replacement of sales tax by additional excise duty 
on the proposed five commodities, also consider the 
wider question of replacing the sales tax on other 
items as well. 

16. Apart from trade organisations, there have 
been some representations from professional bodies 
too. For example, one of the prc- 
V ?'fe°! nal fessional bodies representing the 

P hodies >0m medical practioners in the country has 

urged before the Committee that ail 
taxes including sales tax should be abolished on drugs 
and medicines so as to make them available at 
reasonable prices to the consumers. Further, several 
associations of chemists and druggists have urged 
that, if sales tax could not be abolished, at least the 
tax should be replaced by excise duty mp that the drugs 
are available at a more or less uniform price through¬ 
out the country. 



CHAPTER VI 


COMMITTEE’S APPROACH TO THE TERMS OF REFERENCE 


In the test Chapter we have given a gist of the 
various important points raised by the State Govern¬ 
ments and Union Territories in relation to the scheme 
of replacement of sales-tax on the five commodities. 
During discussions, many of them have urged that 
the Committee should go into the basic merits of the 
scheme and shpuld not confine itself to the exercise of 
evolving a formula for protecting the financial interests 
of the State Governments. 

2. We have considered this point of view, We 
have also consulted the Department of Revenue of 
the Union Finance Ministry. The basic objections 
raised by some State Governments and Union 
Territories are certainly of considerable importants 
However, we note that the proposal has reached the 
present stage of reference to the Committee after 
different levels of examination. The Indirect Taxation 
Enquiry Committee, which undertook a comprehen¬ 
sive study of the entire gamut of indirect taxation, 
looked into the sales-tax system also in detail. While 
acknowledging that sales tax had its important role 
to play in the field of taxation and that the tax could 
not easily be replaced, the Committee did point out 
certain drawbacks in the system of sales-tax as 
administered in the different parts of the Country. One 
of the reforms suggested by the Committee was to 
bring about a measure of uniformity in the rates of 
sales tax on some of the essential goods like cement, 
medicines, vanaspati and petroleum products. That 
Committee observed that in order to achieve this 
objective, it might be desirable to consider the question 
of levying additional excise duty in lieu of sales tax 
on these commodities' Subsequently, this idea was 
examined by the Ministry of Finance and they included 
it in the package of measures they were considering 
for reforms in the sales tax system. It was in 
pursuance of this that the Chief Ministers’ Conferences 
were convened. At those Conferences also, the 
Constitutional and other points, which have now been 
presented before us, were dealt with by the Chief 
Ministers. However, after discussing those points as 
well as other aspects the Conference of Chief Ministers 
held on the 15th February, 1981, decided that the 
proposal should be referred to an expert committee 
to assess the financial implications and to devise a 
Scheme that would protect the States’ financial inte¬ 
rests. We take this to mean that the Chief Ministers’ 
Conference felt that the proposal prime facie merited 
consideration and that the Chief Ministers wanted the 
next staee of the assessment of the financial implica¬ 
tions and the evolution of adequate formula for 
safeguarding the States’ interests to be taken up. 
However, the Chief Ministers particularly stressed the 


aspect that significant erosion in the States’ powers of 
taxation as well as the States’ potential for raising re¬ 
sources would come about as a . result of extension of 
additional excise duty, to more commodities. They 
also hold the view that uniformity In rates to the 
extent desirable could be brought about by other 
means in the State. However, the fact remains that the 
effort to introduce uniform rates, at least on regional 
basils, for some commodities has not succeeded very 
much. Taking all these aspects into consideration, 
the Committee feels that, instead of going into the 
proposal ab initio, we should concentrate on the 
specific task assigned which is to assess the financial 
implications of the proposal and to evolve a scheme 
which could protect the States’ reasonable financial 
interests. In doing so, we have tried our best to keep 
in view the different important aspects forcefully 
brought out by the States and to shape the details of 
our recommendations' in a manner that would minimise 
possible adverse effects and difficulties. 

3. The first of the terms of reference, requires us 
to studv the financial implications of the proposed 
scheme. The expression ‘financial implications’, in 
its broadest sense, would cover a wide field including 
the effects of the proposed scheme on th e Centre and 
State finances as well as its impact on the manufac¬ 
turers, traders and the consumers in the country. The 
expression could take in even the effects of the scheme 
on the consumption and production patterns of the 
commodities. A studv of such a wide scope does not 
appear to be of anv direct application jn the context 
of the task assigned to the'Committee. Looking into 
the background of the proposal to extend the scheme, 
we have come to the conclusion that the first part of 
our assignment is. substantially, to assess the imnlica- 
tions of the jeheme on the financial resources of the 
Central and State Governments. 

4. The second part of the terms of reference 
requires us to study the manner in which the financial 
interests of the States can be safeguarded in the pro¬ 
posed scheme. This could, if rigidly- interpreted, 
imply a studv of the possible growth in the sales tax 
revenue of each: State on the basis of the probable 
increase in the production and consumption pa“erns 
of the commodities under consideration after estimat¬ 
ing the rates of sales tax structure that might have 
existed in different States in future and then suggest 
a scheme for safeguarding the interests of e.ach State. 
We would like to observe that anv such studv would 
not be a practical proposition. The structures of sales 
tax as well as the taxation potential varv so witHv 
from Sta’e to' State that ; t would iust pot he possible 
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to assert, on the basis of data available now, what 
would be each State’s sales tax revenue from these 
commodities from year to year in the future. This 
is especially so because, in an economy like ours, it 
is not possible to foretell what would' be the trend 
of the States’ revenue mobilisation in order to meet 
the different-and changing priorities of their develop¬ 
ment policies. Therefore, if we go by too rigid an 
interpretation of the terms of reference, perhaps the 
only way would be for the Centre to levy and. collect 
the additional excise duty at rates corresponding 
(with suitable adjustments) to the rates of sales tax 
each State would like to levy from time to time and 
allocate the same to the respective States. But this 
approach would be no different from the sales tax 
system in each State and would not serve the purpose 
for bringing about uniformity in the levy of tax on 
these commodities. Nor would it be practicable or, 
perhaps, even legally sustainable. We have, therefore, 
taken the view that any study regarding safeguards 
can only aim at protecting, the reasonable financial 
interests of the States both collectively and indivi¬ 
dually. Having come to this view, we have proceeded 
in our task as follows :— 

(i) first to compute the realisation of sales tax 
collections on the five commodities during 


the base year which we have taken as 
1981-82 ; 


(ii) then to arrive at a formula which will take 
into account, to the extent feasible, the 
relevant factors which influence tire growth 
of sales tax from these commodities and 
ensure reasonable growth in the States’ 
receipts on this account even after the exten¬ 
sion of the scheme of additional excise duty; 
and 


(iii) finally to evolve a scheme in which the 
States and the Centre can participate in a 
constant review of the implementation of 
the proposed scheme so that the States do 
not have the kind of grievance that/they 
have expressed regarding the earlier schema 
of additional excise duty on sugar, tobacco 
and textiles. 


In the subsequent chapters we have developed our 
recommendations on the above basis. 



CHAPTER VII 


ESTIMATES OF SALES TAX RECEIPTS FROM STATES 


In order to compute the realisation of sales tax 
collection on the five commodities as existing presently 
as well as to study the trend of the rate of growth of 
sales tax revenue, wc called for information from all 
States about the yield from sales tax for the years 
1975-76 to 1981-82 in respect of the five commodi¬ 
ties in question. In order to leave no room for am¬ 
biguity in ascertaining the scope and coverage of the 
commodities or any serious difficulty in the compila¬ 
tion of statistical data, we had furnished to the States 
an exhaustive list (Annexure V) of the goods that 
are likely to be covered under the five commodities. 

2. While sending the required information many 
States have pointed out about the difficulties in esti¬ 
mating the State-wise present income from sales tax 
on the five items in question due to the non-availability 
of requisite statistical data. They haVe pointed out 
that the dealers are not obliged to give commodity- 
wise details of turn over of sales or purchases made by 
them in the accounting year while furnishing his sales 
tax returns. Consequently the Sales Tatx Department 
do not get commodity-wise sales or purchase figures 
made by any dealer. Almost all the States have 
pointed out that their estimates suffer from this basic 
infirmity. 

3. Some of the States, while sending the data re¬ 
garding sales tax collection on the different commodi¬ 
ties, have urged the Committee to take into account 
certain factors while adopting their figures. For 
example, it has been contended by some that the 
figures of revenue are based on the returns filed by 
the assessees which are still to be finalised. On the 
ground that the finally assessed figures may be higher 
than the ones submitted by the States, they have 
requested us to inflate their figures suitably. Similarly, 


some have requested us to take into account the 
potential for increasing the revenues by increasing the 
rate of sales tax etc. which the States have not 
been able to do so far for various reasons. Some 
have urged us to take into account the disputed 
amounts which are still pending realisation as the State 
Governments feel that the amounts are legitimately 
due to them. 

4. We have considered the various contentions of 
the States. We have also tried to verify the estimates 
given by the States. Where parallel data from other 
government agencies have been available, we have 
made comparative analysis. In cases where such 
analysis showed no difference or only marginal diffe¬ 
rence, we have accepted the figures given by States. 
In cases where we had doubts, we had referred them 
bade to the State Governments.. In some cases, we 
had personal discussions with the State Governments 
at official level. Through this many sided process, we 
have tried to arrive at a fair estimate of die revenue 
from the five commodities after.taking their coverage 
into consideration. (For example, in some States, re¬ 
venue from coal had been induded in their estimates. 
Similarly, in (he case of certain other States, revenue 
from crude oil/natural gas had been included—though 
it is not to be so induded as it is not proposed to 
extend the scheme to such products). Wherever, in 
spite of our best efforts, parallel data were not avail¬ 
able or Statu’ data contained certain aspects which 
we could not recondle in correspondence or during 
discussions, we have made our best judgment, trying 
to be as accommodative as reasonably possible in 
regard to the data given by States. Statements 1 to 
5 showing the state-wise, sales tax revenue realisation 
from the five commodities, as ascertained by us, are 
appended. 
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CHAPTER VIII 


SAFEGUARDS FOR PROTECTING THE FINANCIAL INTERESTS OF STATES 


In Chapter VI we have discussed about the esti¬ 
mates of sales tax receipts of the States in respect of 
the five commodifies under consideration. The next 
part of our exercise, as mentioned in that Chapter is 
to arrive at a formula which will take into account, 
to the extent feasible, the relevant factors which in¬ 
fluence the growth of sales tax from the five commo¬ 
dities and ensure reasonable growth in the -States’ 
receipts on this account even after the extension of 
the scheme of additional excise duty. 


5. On a close examination, the buoyancy of sales 
tax revenue in general can be attributed to the 
Factors contri- following factors — 
bating to 
buoyancy of 
Sales tax revenue 

(a) increase in the turn over of sales on account 
of increases in the prices as well as in the 
quantum of production/consumption in the 
States; 


2. After considering the views of the States, we 
have divided the question of ensuring reasonable 
growth in the States’ receipts into two parts as men¬ 
tioned below:— 

(i) evolving a formula for the determination of 
the amount to be collected from year to 
year by way of additional excise duty in 
lieu of sales tax on the five commodities ; 
and 

(ii) determination of a formula for the distri¬ 
bution of the proceeds of additional excise 
duty amongst the States. 

We are discussing the two parts separately below. 

A. Formula for the determination of the amount to 
be collected as additional excise duty from year 
to year. 

3. In this part, we propose to deal with the ques¬ 
tion of the determination of the total amount to be 
collected by way of additional excise duty in respect 
of each of the five commodities. On this point we 
would like to make it clear that we do not propose 
to go into the issue of the fixation of the exact rates 
of additional excise duty that are to be levied on the 
five commodities in order to collect that amount The 
fixation of the rates of additional, excise duty would 
be part of the Union budgetary exercise and cannot 
be predetermined as part of our recommendations. 


(b) Increase over the period of years in the rates 
of sales tax levied by the States; and 

(c) Increases in the receipts on account of 
improvement in the efficiency of tax 
administration. 

6. So far as the increase in sales tax revenue due 
to an increase in the value of turn ovet of the sales 
on account of the increase in prices 
as well as the quantum of production 
Ad valorem levy and consumption of the commodifies 
.. is concerned ideally, an ad valorem 
five commodities levy of additional excise duty would 
not possible safeguard the interests of the States. 

However, as we learn from the Union 
Finance Ministry, it may not be 
possible to levy additional excise duty 
on an ad valorem basis in respect of all the five 
commodities. Though the levy of basic excise duty 
on vanaspati, paper and paper board and patent and 
proprietary medicines is presently on an ad valorem 
basis, in respect of the bulk of (he petroleum products 
and cement the levy of basic excise duty is on a 
specific basis for certain practical reasons. For the 
same reasons it would be difficult to have ad valorem 
rates for additional excise duty where the basic duty 
is levied on -specific rates presently viz., petroleum 
products and cement. Thus it would be difficult to 
evolve a scheme by which an ad valorem levy is 
possible on all the five commodities. 


4. As narrated in Chapter V, we have computed 
the estimates of sales tax revenue on the five com¬ 
modities from the data furnished by the States. As 
will be evident from the estimates, the sales tax re¬ 
venue from each of the five commodities has been 
growing from year to year. In the devolution to the 
States every year after the replacement of sales tax, 
it will, therefore, be natural for them to expect annual 
growth rate of a similar order. It will accordingly 
be necessary to evolve a device by which the States 
can expect reasonable increase in their receipts from 
this source. 


7. The States, as has been narrated in Chapter V, 
have voiced their grievance agaihst the existing scheme 
of levying additional excise duty on sugar,- tobacco 
and textiles. The main opposition of the States is 
that the devolution of the additional excise duty 
proceeds on these three commodities has not kept pace 
with the rate of growth in the sales tax revenue over 
the years. It has been their contention that had these 
three commodities been left with them for levy of sales 
tax, they could have achieved at least the same rate 
of growth in the sales tax revenue on them as has 
been the case with the general growth rate of sales tax 
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revenue on other commodities. In the light of these 
objections, we have considered whether at all we should 
evolve a scheme in respect of the five commodities 
under consideration s imilar to the one existing 
presently, even if we could overcome all the practical 
difficulties in evolving such a scheme. After 
considerable deliberations we have decided to try an 
approach somewhat different from the one that has 
been adopted in the case of the existing additional 
excise duty scheme. We are of the view that if the 
States are to be convinced that their interests will be 
really protected, then to the maximum extent feasible, 
the formula for fixing the amount to be collected as 
additional excise duty should have a built-in device 
evidently and perceptibly ensuring reasonable growth 
in the devolution of the additional excise duty proceeds 
after the replacement of sales tax on the five 
commodities. 

8. To assure the States of a perceptible rate of 
growth in the devolution of additional excise duty 
proceeds, one method which comes directly to mind 
is to determine the amount of additional excise duty 
to be collected on the projected growth rate of sales 
tax revenue out of the five commodities. This can 
be done by adopting the average rate of growth 
registered during the past years in each of these 
commodities and then computing the quantum of 
additional excise duty collection to be made in the 
year of replacement of sales tax and subsequent years 
using the estimates of sales tax collection for each 
commodity for the year 1981-82. 

9. Though this approach is apparently simple, it 
suffers from two basic defects. Firstly, the rate of 

growth in the devolution is pegged to 
a figure arrived at on the basis of the 
past performance of the States which 
Growth rate in need not necessarily reflect the future 
rate o* growth, had the five commo- 
dutjshouid dities been with the States for levying 
reflect future of sales tax. The future rate of 

growth trends growth may be more or less than the 

past rate of growth. A rational 
approach would be that the growth 
rate should take into account the future performance 
of the States. 

10. The second and perhaps the more important of 
the defects in the above approach is that out of the 
five commodities, some are subject to statutory or 
informal price control or covered by administered 
prices scheme. For example, bulk of the petroleum 
products, which account for 68% of the sales tax 
revenue in the year 1981-82 out of the five 
commodities, are subject to administered prices. In 
the case of cement, the commodity was wholly under 
the scheme of administered prices till 27th February, 
1982. However, from 28th February, 1982 cement 
has been partially decontrolled. Under the scheme.of 
partial decontrol, the existing cement units are required 
to give upto 66.6% of their installed capacity as levy 
cement at a controlled price. The new units which 
start commercial production after 1st January, 1982 
and units which are designated as sick units are 


required to give 50% of their installed capacity as 
levy cement. Similarly, in the case of drugs and 
medicines, bulk of the allopathic drugs, which would 
account for a major part of the sales fax revenue from 
that commodity, are subject to price control. However, 
vanaspafti was under statutory control since 1968 but 
the same was lifted bn 5th January, 1975. Presently 
it is under a system of voluntary price control 
introduced in May 1977. Bulk of the quantity of paper 
and paper board is not subject to any price control. 

11. As we have observed earlier, one of the main 
factors governing the growth of sales tax revenue is 
the increase in turn over caused either 
by price increases or by increases in 
Different approach production and consumption. In 
toxommodities respect of a commodity which is 
whic h ore covered by a scheme of administered 

^market conditions prices, the increase in turn over will 
and those which depend on the price levels allowed 
ore not under that scheme from time to time. 

In the immediate past of three to 
four years, the frequency and the 
dimensions of such price increases 
were of a particular level and these have been 
reflected in the sales tax revenue from such 
commodities. Therefore, in the past the growth of 
sales tax revenue from these commodities did not 
reflect all the normal price fluctuations in the open 
market but only the price fluctuation within the 
administered price scheme. While assessing the 
reasonable growth in future, one has to keep in view 
the fact that the frequency or the size of the increases 
in prices ordered in the past may not be repeated 
in the future. If the increases are higher than what 
happened in the past, the States would suffer if the 
amount to be collected from excise duty is projected 
on the .basis of past collections. On the other hand, 
if the increases are lower irt the future, the amount 
to be collected by way of additional excise duty 
will naturally be lower than what is indicated by 
applying the past growth rate. Similarly, any 
comparison with the rate of growth of sales" fax on 
other commodities which are not subjeci to price 
control would not be relevant either, because the latter 
type of commodities would be subject to the price 
fluctuations in the normal market. Taking these two 
aspects into consideration, there is no escape from 
the conclusion that the amount of additional excise 
duty to be collected from, commodities covered by ad¬ 
ministered prices has to be determined from time to 
time by means of a formula which will establish a 
linkage between such amends and the value of the 
commodity under the administered prices scheme as 
obtaining from time to tithe. Therefore, in designing 
the formula for growth a rational approach would ap¬ 
pear to be to segregate the commodities into two 
groups :— 

(i) those commodities which are subject to more 
or less free market conditions; and 

(ii) those which are not. 

12. Among the commodities which are subject to 
more or less free market conditions mentioned above, 
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we are including paper and paper board as well as 
vanaspati which is presently subject only to an 
informal price control. For certain practical reasons, 
which will be discussed later, we are also including the 
commodity ‘drugs and medicines’ though, as we have 
said earlier, this commodity is mostly subject to price 
control. It is seen that these three commodities, 
namely paper and paper board, vanaspati and drugs 
and medicines account for roughly twenty five per 
cent of realisation of the sales tax revenue of all the 
five commodities put together. 

13. For the above three commodities we suggest 
that the annual rate of growth of the amount to be 
collected by way of additional excise 
duty in lieu of sales tax should be 
related to the future annual growth 
rate of sales tax revenue of all the 
.States. At this point, we would like 
to clarify that the uniform rate of 
annual growth rate of the Slates which 
is to be applied for thh purpose is only 
for the computation of the amount of 
additional excise duty to be collected 
in a year. So far as the rate of 
growth of individual States are 
concerned, we do realise that they would vary from 
State to State. However, this aspect is being taken 
care of separately while dealing with the question of 
distribution of the additional excise duty proceeds. 
Obviously, the annual growth rate of sales tax in 
future after replacement of sales tax would be that 
of all commodities excluding the five commodities 
under consideration, on the assumption that sales tax 
will be replaced on all the five. We have, therefore, 
compared the all-India sales fax growth fate in the 
past years of all the commodities as furnished by the 
States and Union Territories after deducting the sales 
tax revenue on the proposed five commodities 
vis-a-vis the growth rate of sales tax revenue 
realisation on the three commodities comprising of 
vanaspati, paper and paper board and drugs and 
medicines. We -find that the buoyancy of sales tax 
revenue on these three comftrpdities has been more 
than the buoyancy of sales fax revenue of all 
commodities after excluding the five commodities under 
consideration. This can, however, be taken care of 
by loading the growth rate of sales tax revenue of 
all commodities by a suitable margin. It can, still, 
be pointed out that the average sales tax growth rate 
of all commodities and that,of fhe three commodities 
can a 1 ter in the future. We. however feel that, as 
long as loading is done, the difference is likely to be 
marginal and could at times, work out the advantage 
of the States. We are, therefore, proposing that the 
amount of additional excise duty revenue to be 
collected each year on the three commodifies should 
be fixed after loading the expected rate of growth of 
sales tax for that year by seventeen per cent of that 
rate. The expected rafe of growth of sales tax for 
a Budgetary year over the latest estimates of previous 
year would be known in the resources discussion held 
in October and November of the previous year hy 
the Planning Commission and the Plan Finance Division 
of Finance Ministry with State Finance Department 


officials. That rate of growth should be revised up¬ 
wards loading it by seventeen per cent and the resultant 
rate will be the growth to be achieved for each of the 
three commodities in the next year’s collection of 
additional excise duty. 

14. Incidentally it would also be necessary to know 
the realisations of sales tax out of the five commodities 
in the first year of implementation of the scheme in 
order to arrive at the additional excise duty collections 
for that year. Though the States would be collecting 
sales tax on these five commodities, it is not a feasible 
proposition to collect these figures of revenue once 
again. For this, we can only be guided by the sales 
tax growth of all commodities i.e. inclusive of all fhe 
five commodities which would be available during the 
resources discussions mentioned in the above para. 
We have checked the sales tax growth rate of all 
commodities vis-a-vis the growth rate of the ffiree 
commodifies. We recommend that the estimated 
general sales tax growth rate of all commodities should 
be loaded by-seven per cent of that rate. Based on 
that figure, the sales tax revenue of the three 
commodities as determined for the base year 1981-82 
should be projected to arrive at the amounts of 
additional excise duty to be collected on the three 
commodities separately in the first year of 
implementation. For the subsequent years, the 
amount of additional excise duty to be collected in a 
year will be based on our recommendations mentioned 
in para 13 above. An example of the methodology 
and working of the 'proposed scheme is given in 
Annexure VI. 

15. The above scheme in respect of the three 
commodities viz. vanaspati, paper and paper board 
and drugs and medicines may, nevertheless, have some 
shortcomings, a reasonable solution of which we are 
discussing in the next Chapter. 

16. So far as petroleum products and cement are 
concerned, they form approximately seventy five per 
cent of the total sales tax revenue collection on the 
five commodities. A$ has been brought out earlier, 
these commodities are subject to administered prices 
and it would not, therefore, be proper to peg down 
the rafe of growth on these commodities based on 
the expected revenue growth of sales tax for the future 
or on the basis of past trend of growth. The linkage 
has to be established between the amount to be 
collected from year to year and the value of consump¬ 
tion on which normally sales tax would be leviable. 
The term ‘value of consumption’ should not be 
confused with the ‘value based on the ex-factory price’ 
normally mentioned in the administration of various 
basic excise duties. We are suggesting a stage at 
which such value of consumption should be arrived at 
in a manner as to make the subsequent calculation as 
realistically close as possible to sales tax revenue 
trends. 

17. The attempt -is somewhat similar to that of 
estimating the ad valorem incidence of Sales taxation 
on the commodities. The analogy is not to be 
extended further to mean that what we are suggesting 


Formula for rale 
of growth in 
collection in 
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is to be taken as the ad valorem incidence of additional 
excise levy. Having estimated the percentage linkage 
between the present sales tax revenue collection on 
the two commodities with their existing value of 
consumption we propose that the quantum of additional 
excise duty to be collected in a particular year should 
be calculated using the percentage linkage so arrived 
at after estimating the value of consumption of the 
two commodities for that year. The amount so 
determined should be collected by the' Centre by 
levying appropriate rate of additional excise duty as 
it may deem fit. 

18. In the case of petroleum products, bulk of 

which are being marketed through nationalised oil 
Formula in industry, detailed statistics regarding 

respect of their production, consumption and 

Petroleum prices are available and published 

Products every year by the Ministry of 

Petroleum. They have also data regarding the sales 
tax revenue paid in respect of the various petroleum 
products to the respective States by the nationalised 
oil companies. On going through the data we observe 
that the following bulk products account for nearly 
91% of Sales Tax revenue from petroleum products 
(i) motor spirit, (ii) high speed diesel oil, (iii) 
kerosene, (iv) Aviation turbine fuel, (v) LDO, 
(vi) Furnace oil, (vii) Bitumen, (viii) Naphtha, and 
(ix) Liquified petroleum gas. 

19. For the above nine bulk products we have 
estimated their value of consumption by multiplying 
the ex-marketing installation or the ex-refinery prices 
as the case may be at which these products are sold 
to consumers, with their consumption figures. The 
consumption figures obviously include the quantity of 
imported products also on which sales tax is being 
levied presently. ■ Then we have worked ouf the ratios 
of incidence of sales tax collection on each of the 
products in relation to the above values of consump¬ 
tion. The ratios, the details of which are worked 
out in Annexure VII are as follows : 


SI. 

No. 

Name of product 

Incidence of sales tax 
collection on the value of 
consumption based on 
ex-M.I./ex-refinery prices 

exclusive of inclusive of 
Sates tax Sales tax 

1 

7 

3 

4 

1. 

Motor spirit .... 

11.13 

10.02 

2. 

High speed diesel oil 

11.77 

10.53 

3. 

Kerosene 

3.51 

5.23 

4. 

Aviation Turbine Fuel 

5.88 

5.55 

5. 

L.D.O. 

8.58 

7.90 

6. 

Furnace Oil 

5.47 

5.18 

7. 

Bitumen . 

5.22 

4.96 

8. 

Naphtha .... 

5.54 

5.25 

9. 

Liquified Petroleum Gas . 

9.91 

9.02 


20. As would be seen, we have furnished two 
ratios of incidence of Sales Tax in relation to the value 


of consumption, namely, (i) exclusive of sales tax 
and (ii) inclusive of sales tax. In the first year of 
operation when sales tax on petroleum products will 
be replaced, the value of likely consumption (inclusive 
of the value of likely imported products) of the above 
nine products should be estimated and then the 
quantum of additional excise duty to be collected for 
each of those products should be calculated on the 
basis of the ratio given in respect of the value of 
consumption excluding' sales tax. This is because 
the ex-marketing installation or the ex-refinery prices, 
as the case may be, fixed presently, include only the 
element of excise duty. As obviously in that case 
the value of consumption based on the above prices 
would be exclusive of sales tax, we have suggested 
that the ratio exclusive of sales fax should be taken 
for computation of the quantum of compensation in 
the first year of levy of additional excise duty. Once 
sales tax is replaced by additional excise duty, as the 
element of sales tax would have been converted into 
additional excise duty, the same would stand included 
in the revised ex-marketing installation/ex-refinery 
prices. Hence, for the subsequent years, the quantum 
of compensation to be fixed will -be- on the basis of 
the ratio given in respect of the value of consumption 
inclusive of sales tax. 

21. As mentioned above, the nine products will 
account for 91% of the sales tax collection from the 
petroleum products. To cover the gap of 9% of the 
sales tax revenue which is being collected on other 
products, we recommend that apart from the quantum 
of compensation calculated in ihe above method on 
the nine products, additional compensation to the 
extent of 10% of (he total compensation arrived at 
in respect of nine products should also be collected. 
This additional 10% should be realised by way of 
additional excise duty on petroleum products other 
than the above nine products. 

22. The scheme which we have evolved in respect 
of petroleum products may at first glance appear to 
be a little too detailed. It is really not so. We have 
worked out the ratios separately for nine products 
and not one ratio in respect of all petroleum products 
keeping mainly three aspects in view. Firstly, we feel 
separate ratios will protect the States’ revenue interests 
better than fixing a combined ratio for all petroleum 
products. This would prevent the sort of difficulties 
which are being experienced in the case of the existing 
additional excise duty scheme where an incidence of 
10.8% of the value of ex-factory clearance has been 
recommended. Secondly, the States themselves have 
desired that the ratio of additional excise duty on each 
commodity (or the various goods, falling within a 
commodity) should be so fixed that-from each com¬ 
modity sufficient revenue is obtained to compensaVe 
dm loss of revenue of States from that commodity. 
Thirdly, fixing separate ratios will also help the 
implementation of the scheme as the same type of data 
presendy being collected to estimate the Central 
Excise revenue for budgetary purposes can more or 
less .be utilised for projecting the amount of additional 
excise duty to. be collected. 
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23. In the case of cement also, we have worked out 
the ratios of the incidence of sales tax on the value 
Formula ia of consumption. Detailed statistical 
respect of cement data regarding production, consump¬ 
tion, prices, etc. are available with the 

Cement Controller of India. On examining the 
pattern of production it is observed that the cement 
production is mainly made up of three bulk varieties, 
namely, Portland Pozzalana Cement, ordinary Portland 
cement and Portland Slag Cement. Apart from them, 
there are other minor varieties like white cement, 
hydrophobic (water proof) cement etc. which account 
for less than 1% of the cement production. We have 
estimated the value of the bulk varieties of cements 
for the year 1981-82 by multiplying the F.O.R. prices 
(which are inclusive of excise duties) of these cements 
as fixed bv the Government of, India with the total 
quantity of cement (which includes the quantity of 
imported cement) as obtained from the Cement Con¬ 
troller. To these we have added the value of other 
minor varieties of cement based on (he data available 
from the Central Excise Department and then arrived 
at the total value of cement consumed in the country 
during the year 1981-82. Based on the sales tax 
revenue estimates for the said year we have arrived 
at the ratios of incidence of sales tax collection on the 
value of consumption as follows :— 

(i) exclusive of sales tax—9.16%. 

(ii) inclusive of sales tax—8.39%. 

Detailed worksheet is placed at Annexjure VIII. 

24. As in the case of petroleum products, we 
recommend that in the first year of replacement of 
sales tax on cement, the amount to be collected by 
way of additional excise duty should be estimated using 
the above ratio exclusive of sales tax in relation to the 
estimated value of consumption of cement fbr that 
year. Incidentally, as has. been said earlier, from 
28-2-1982 cement has been partially de-coiltrolled. 
But this should not affect the ratio of incidence of 
sales tax as worked out in para 23 above provided 
the value of consumption for the relevant year is 
worked out separately for the" controlled and non- 
controlled varieties of cement using their respective 
F.O.R. prices and then arrive at the final figure of 
value of consumption. For the subsequent years, the 
amount of additional excise duty to be realised will 
be worked out similarly on the basis of the ratio 
inclusive of sales tax as F.O.R. prices, after replace¬ 
ment of sales tax will be inclusive of additional excise 
duty. The rate of additional excise duty may then be 
fixed suitably to collect the required amount. 


25. In this context, we would also clarify the 
procedure for applying the ratios of incidence we have 
suggested in respect of petroleum products and cement. 
At the time of fixing budget estimates of the Centre, 
the ratios will be applied to the estimated values of 
consumpions and the amount to be collected as 
additional excise duty would be determined. On 


that basis suitable rates of additional excise duty 
would be fixed. If, in the course of any year, changes 
take place in the unit value of consumptions, this 
calculation will have to be repeated and suitable rates 
refixed. 

26. In respect of drugs and medicines, we feel that 
an exercise similar to the one we have attempted in 
respect of petroleum products and cement will be 
extremely difficult. Firstly, reliable data regarding Value 
of consumption of drugs and medicines in the country 
is not available. Secondly, even if such data were 
available, as the varieties of drugs and medicines are 
so many that it would be difficult to keep track, of 
their prices which would be fluctuating over a period 
of time. Accordingly, the value of their consumption 
would also be varying widely making the task of 
estimuating the amont of additional excise duty to be 
collected complicated. We are, therefore, forced to 
abandon the kind of approach ,we have taken in 
respect of petroleum products and cement and have 
suggested, instead, fixing the amount to be collected 
based on the rate of growth of general sales tax 
revenue as mentioned in para 13 above. 

27. In the above scheme in relation to petroleum 
products and cement the linkage has been sought to 
be established with the marketing installation/ex¬ 
refinery prices in the case of petroleum products and 
(he F.O.R. price in the case of cement. Hence, it 
could be pointed out that the value added in the 
subsequent stages of the trade channel to the point of 
final sale has not been taken into account. As, 
generally, sales tax would have been levied on the 
price inclusive of such added value, it would be said 
that the States might lose on this account. We have 
examined this aspect. There need not be any appre¬ 
hension in this respect. Our base is the actual sales 
tax collected in the year 1981-82 which has been 
suitably linked to the value of consumption for tfie 
purpose of easy determination of the amount of addi¬ 
tional excise duty proceeds to be collected in a year. 
For computing that value, we have taken the ex- 
Marketing Installation price/Refinery price of the 
petroleum products and F.O.R. price in the case of 
cement. These prices constitute a major part of the 
price build up at the retail stage. The growth rates 
of the value added subsequently may, in different 
periods of time, be more or less than the growth rates 
of the value of consumption depending upon various 
factors influencing the growth rates. However, over a 
period of time, such differences should even out. We 
feel, therefore, that the fact that subsequent value 
added has not been taken into consideration should 
not materially affect our scheme. 

28. We hope that the scheme we have evolved in 
relation to petroleum products and cement would, by 
and large, take care of the States’ interests. The 
States may however point out that as the above ratios 
have been calculated on the basis of the present sales 
tax revenue collection and hence related to the present 
sales tax rates in the country, provision has not been 
made to take care of the possibility of an increase in 
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the sales tax rates had the power to levy sales tax 
continued to be With them. On this point also we 
have given thought. On going through- the rates of 
sales tax imposed on the petroleum products and 
cement by the various States hitherto, we find that, 
while no doubt rates of tax have changed in respect of 
some Stales', the changes are neither frequent nor 
uniform for all States. In fact the rates have also in 
some cases remained static over a period of time. We 
are, therefore, of the yiew that the ratios of incidences 
suggested by us may be kept constant for an initial 
period and then subject to a review as suggested by 
us in the next Chapter. 

B. Distribution of proceeds of additional excise duty 

amongst the States 

29. The next part of our exercise for safeguards 
for the financial interests of the States is to suggest 
an equitable formula of distribution of additional 
excise duty collected on each commodity. 

30. The States, in reply to our questionnaire, have 
given different views on the subject. Some of them 

, have asked for the distribution of the 

VUws of to es proceeds j n excess of the base year 
figure of their estimates for 1981-82 in prqportion to 
the respective populations of the States. Some others 
have asked for the distribution on the basis of the 
percentage growth of sales tax in the States while some 
have suggested distribution in the inter se ratio of the 
estimated figures for 1981-82. Yet others have 
suggested distribution on the basis of the consumption. 
Some North Eastern States have suggested the distri¬ 
bution in terms of other criteria ns well, such as the 
relative backwardness of the States, per capita con¬ 
sumption and so on. 

31. The Committee has considered the. various 
contentions of the States. In this connection, the 
factors taken by the Finance Commissions for the 
distribution of A.E.D. on sugar, tobacco and textiles 
were also noted. While some Finance Commissions 
preferred to go by the yardstick of consumption 
figures, others have taken other factors such as sales 
tax collection and production also into consideration. 

32. During (he discussions we have had with the 
State Governments, the impression we gathered is (hat 
in respect of the existing scheme of additional excise 
duty on tobacco, sugar and textiles the States’ com¬ 
plaint is not so much regarding the inter-State distri¬ 
bution of the proceeds of the duty as about the total 
amount of duty collected by the Government of India 
and passed on to the State Governments. According 
to the States, the growth in revenue from additional 
excise duty has not kept pace with what would have 
been the growth in sales tax on these commodities 
had the system of sales tax continued. Regarding 
inter-State, distribution, State Governments do express 
different views at the time of submitting memoranda 
to Finance Commissions. But they have by and large, 
been satisfied with the system of revision of the dis¬ 
tribution ratios on the basis of the recommendations 
made by Finance Commissions from time to time. 
S/22FinV92—4 


Against this background we feel that there is no 
necessity for us to introduce a radically different system 
for determining the inter-State distribution of the 
proceeds of additional excise duty on these five com¬ 
modities. However, it may no' be feasible to refer 
this issue to the Eighth Finance Commission which is 
now in sitting. This is because the statutory formali¬ 
ties and other procedural requirements for the intro¬ 
duction of the schema are not likely to be completed 
in time for the Eighth Finance Commission to go into 
this matter. Therefore, it is necessary for us to sug¬ 
gest'the ratios of distribution among the States for 
the period between the introduction of this scheme 
and the commencement of the operation of the re¬ 
commendations of the Ninth Finance Commission. 

33. We have considered how we should evolve the 
ratios of distribution fpi (his limited period. As is 
normal in any scheme of devolution to the States, 
inter-State ratios will have to be projected on the basis 
of the experience of the immediate past, Different 
Finance Commissions have gone by different indica¬ 
tors (like consumption, per capita income, population, 
ctq.) and assessed the incidence of those indicators 
for the period immediately preceding their examina¬ 
tion and, on that basis, projected the ratios to be ap¬ 
plied to the immediately following five year period. 
We propose to follow the same system of applying 
the experience of the immediate past for fixing the 
ratios of distribution of the immediate future. The 
only difference is that we do not have to search for 
locators for arriving at the growth'trend of sales 
tax on these commodities. We readily have the figu¬ 
res of actual sales tax collections from these five 
commodities for the immediate past. We propose to 
apply the same ratios for the first five year period of 
the operation of the scheme. These ratios will have- 
to be revised by the next Finance Commission taking 
into account the experience of (he first five year period 
of the working of the scheme and selecting, as in the 
case of the existing scheme, appropriate indicators to 
judge the likely trend of growth of revenue. Tn short, 
what we propose is to keep undisturbed the existing 
system of getting the ratios of distribution. among 
States fixed on the basis of the recommendations of 
the Finance Commissions from time to time. As it 
is not practicable to do so for the initial period of five 
years, we suggest ratios for that period. In doing so 
we rely on tangible and irrefutable evidence of the 
immediate past namely the actual sales tax collec¬ 
tion on-each of these five commodities. We, there¬ 
fore recommend that the distribution of the net 
proceeds of the additional excise duty after deducting 
the Union Territories’ share, should be made in the 
ratios indicated below for the first five years of the 
working of the scheme. We have worked out these 
ratios by taking the average of the sales tax revenue 
of Union Territories together and each State separately 
for the period 1979-80 to 1981-82. 

VANASPATI 

We recommend that 5.043 per cent of the net pro¬ 
ceeds of the additional excise duty on Vanaspati in 
each year should be retained by the Central Govern¬ 
ment as attributable to the Union Territories and the 
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dance should be distributed among the. States in 
ie percentage shown below :— 

States 

Percentage 

1. Andhra Pradesh 

2.127 

2. Assam 

1.243 

3. Bihar 

10.454 

4. Gujarat 

6.102 

5. Haryana 

4.822 

6. Himachal Pradesh 

0.908 

7. Jammu & Kashmir 

0.517 

8. Karnataka 

1.475 

9. Kerala 

0.875 

10. Madhya Pradesh 

4.515 

11. Maharashtra 

8.318 

12. Manipur 

0.005 

13. Meghalaya 

0.037 

14. Nagaland 

0.033 

15. Orissa 

1.620 

16. Punjab 

12.307 

17. Rajasthan 

6.786 

18. Sikkim 

0.079 

19. Tripura 

0.014 

20. Tamil Nadu 

2.253 

21. Uttar Pradesh 

21.830 

22. West Bengal 

DRUGS & MEDICINES 

13.680 


We recommend that 5.140 per cent of the net 
proceeds of the additional excise duty on Drugs and 
Medicines in each year should be retained by the Cen¬ 
tral Government as attributable to the Union Terri¬ 
tories and the balance should be distributed among 
the States in the percentages shown below :— 


States 

Percentage 

1. Andhra Pradesh 

5.600 

2. Assam 

1.423 

3. Bihar 

6.388 

4. Gujarat 

6.852 

5. Haryana 

1.119 

6. Himachal Pradesh 

0.486 

7. Jammu & Kashmir 

0.311 

8. Karnataka 

5.720 

9. Kerala 

5.691 

10. Madhya Pradesh 

2.156 

11. Maharashtra 

24.151 

12. Manipur 

0.026 

13. Meghalaya 

0.062 

14. Nagaland 

0.055 

15. Orissa 

1.624 

16. Punjab 

2.322 

17. Rajasthan 

4.287 

18. Sikkim 

0.036 

19. Tripura 

0.078 

20. Tamil Nadu 

9.926 

21. Uttar Pradesh 

11.933 

22. West Bengal 

9.754 


CEMENT 

We recommend that 3.657 per cent of the net 
proceeds of the additional excise duty on Cement in 
each year should be retained by the Central Govern¬ 
ment as attributable to the Union Territories and the 
.balance should be distributed among the States in 
the percentages shown below :— 


States Percentage 

1. Andhra Pradesh 11.554 

2. Assam 0.876 

3. Bihar 7.047 

4. Gujarat 8.654 

5. Haryana 1.949 

6. Himachal Pradesh 0.458 

7. Jammu & Kashmir 0.237 

8. Karnataka 7.576 

9. Kerala 3.686 

10. Madhya Pradesh 11.380 

11. Maharashtra 4.281 

12. Manipur 0.020 

13. Meghalaya 0.343 

14. Nagaland 0.083 

15. Orissa 4.834 

16. Punjab 2.691 

17. Rajasthan 7.561 

18. Sikkim 0.150 

19. Tripura 0.039 

20. Tamil Nadu 14.360 

21. Uttar Pradesh 6.957 

22. West Bengal 5.264 


PAPER AND PAPER BOARD 

We recommend that 2.369 per cent of the net pro¬ 
ceeds of the additional excise duty on Paper and 
Paper Board in each year should be retained by the 
Central Government as attributable to the Union 
Territories and the balance should be distributed 
among the States in the percentages shown below 


States Percentage 

1. Andhra Pradesh 8.940 

2. Assam 1.424 

3. Bihar 3.684 

4. Gujarat 4.310 

5. Haryana 4.515 

6. Himachal Pradesh 0.125 

7. Jammu & Kashmir 0 000 

8. Karnataka 4.715 

9. Kerala 2.579 

10. Madhya Pradesh 6.127 

11. Maharashtra 21.450 

12. Manipur 0.034 

13. Meghalaya 0.006 

14. Nagaland 0.023 

15. Orissa 6 520 

16. Punjab 1.685 
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States Percentage 

17. Rajasthan 0.769 

18. Sikkim 0.068 

19. Tripura 0.006 

20. Tamil Nadu 9.885 

21. Uttar Pradesh 7.231 

22. West Bengal 15.904 


PETROLEUM PRODUCTS 

We recommend that 4-091 per cent of the net 
proceeds of the additional excise duty on Petroleum 
Products in each year should be, retained by the Cen¬ 
tral Government as attributable to the Union Terri¬ 
tories and the balance should be distributed among 
the States in the percentages shown below :— 


States Percentage 

1. Andhra Pradesh 6:150 

2. Assam 1.738 

3. Bihat 5.625 

4. Gujarat 12.075 


States 

Percentage 

5. Haryana 

1.273 

6. Himachal Pradesh 

0.145 

7. Jammu & Kashmir 

0.391 

8. Karnataka 

6.436 

9. Kerala 

7.985 

10. Madhya Pradesh 

3.919 

11. Maharashtra 

14.545 

12. Manipur 

0.076 

13. Meghalaya 

0.055 

14. Nagaland 

0.023 

15. Orissa 

1.378 

16. Punjab 

2.787 

17. Rajasthan 

4.025 

18. Sikkim 

0.010 

19. Tripura 

0.067 

20. Tamil Nadu 

13.360 

21. Uttar Pradesh 

8.679 

22. West Bengal 

9.258 



CHAPTER IX 


ADDITIONAL SAFEGUARDS AND THE SCHEME FOR REVIEW 


In the last chapter, we have evolved the lor mu! a 
for arriving at the amounts of additional excise duties 
to be collected from each of the five commodities and 
the ratios of distribution of the proceeds among the 
different States. In doing so, we have tried to keep 
in view the various aspects mentioned by the State 
Governments as the drawbacks of the existing sche¬ 
me of additional excise duty on textiles, sugar and 
tobacco and to see that, in our formulation, there h 
minimum scope : for similar criticism. However, we 
are aware of the fact that the formula as recommen¬ 
ded by us in the last chapter does' not meet some of 
the points raised by 7 the Chief Ministers. We are try¬ 
ing to deal with those aspects in this chapter. Apart 
from that, we would also discuss the arrangements for 
a constant review with full participation by State 
Governments which alone, according to us, can.ensure 
the effective and successful implementation of the 
scheme. 

2. The basic aspect to be noted about out recom¬ 
mendations in the last Chapter is that we do not re¬ 
commend the system of a guaranteed amount equal 
to the collection in the. base year and distribution of 
whatever amounts the Centre is able to collect over 
and above the total guaranteed amount. That system, 
in our view lowers the rightful stature of the State 
Government which is really the Constitutional au¬ 
thority to levy sales tax. The commitment on the 
part of the Centre, while proposing the introduction of 
this extension, is that the States’ financial interests 
would be protected. Therefore, it is not enough to 
give the States a share of whatever the Centre hap¬ 
pens to collect. Our formula is for fixing the amount 
which should be collected by the Centre as additional 
excise duty from time to time. Only such an approach 
will be consistent with the concept of a tax rental 
arrangement. The formula for arriving at these 
amounts have been evolved against the background 
of the reality of the collection of sales tax for each 
of these commodities in the immediate past. There¬ 
fore, we feel that there should be no question of 
inability of the taxing agency to collect that amount 
from time to time. Therefore, the issue whether the 
commodity can bear that much of taxation as would 
result in the required amount of additional excise duty 
should not normally arise in respect of our scheme. 
Any major variations in the patterns of production, 
pricing and consumption can be adequately taken care 
of in the mechanism which we are suggesting later 
in this Chapfer. 

3. Then the next issue is whether our formula and 
the amount of additional excise duty collected on their 
basis could be reasonably close to what amount States 


could have collected as sales tax on each of these 
commodities. Here, we would draw a distinction 
between our suggestions regarding petroleum products 
and cement and. our suggestions regarding the other 
three commodifies. In respect of petroleum products 
and cement, our formula is a percentage to value of 
consumption. Therefore, when fhe value of con¬ 
sumption goes up consequent cn the increase in any 
of the ingredients of that value, including any increase 
in basic excise duties, tiiere will automatically be 
corresponding increase in the Stale Governments re¬ 
ceipts from additional excise duty also. This leaves 
out only one major aspect; that is the potential for 
increase in rates of taxation as part of the additional 
resources mobilisation efforts of the State Govern¬ 
ments for financing plans. It is admitted that the 
States might have gone for increased taxation on these 
commodities if their requirements necessitated it. 
Our formula as given in the last chapter does not 
cover this aspect. We have, therefore, given consi¬ 
deration to the question as to what should be done 
to provide reasonable scope for additional resources 
mobilisation to States. 

4. We feel that this can be achieved through a sy¬ 
stem of review. A review committee should be ap¬ 
pointed before the end of the second year of the im¬ 
plementation of the scheme and their recoihmendations 
should be made available by the middle of the third 
year. This committee should look into the trend of 
growth in production and consumption and other re¬ 
levant factors and come to a conclusion whether the 
percentage linkage we have suggested should be in¬ 
creased in order to give fhe States additional amounts 
on the lines of what they would have got by raising 
rates of sales tax. Percentages to value of consum¬ 
ption we have suggested will, consequently, go up 
from the fourth year onwards and revised percentages 
will be in force for a period of five years, after which 
the second review committee’s suggestions will come 
into force. 

5. Coming to the other three commodities, this 
issue, is not so important' because the rate of growth 
of normal sales tax on other commodities would have 
some reflection of the States’ willingness and ability 
to raise taxation ievels. To that extent, the amount 
fixed from time to time as additional excise duty 
applying our formula would reflect this potential. 
What will be left out is the extra potential of these 
commodities for additional resources mobilisation. 
Going by the past trend, we find that States have not 
been too frequently increasing the rates of sales tax 
on these commodities. However, we do not want to 
rule out such a possibility and necessity in the fufure. 
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Therefore, we recommend that the review committee 
may look into a revision of the amount to be collected 
as additional excise duty from these three commodities 
also, with a view to, if necessary, increasing it • in 
the fourth year on the basis of our formula. 

6. In this context, there is one aspect which has 
to be sorted out from a practical point of view. We 
have used the machinery of annual plan resources 
discussions to project the growth rate of sales tax 
from year to year. This has some limitations. At 
times these projections are kept at slightly less or 
more than realistic levels for certain specific objectives 
like accommodating unforeseen items of non-plan 
expenditure which may arise. Similarly, these dis¬ 
cussions may not. give a clear idea about the additional 
resources mobilisation that would be done in the 
next year in respect of sales tax. Therefore, on both 
these counts there could be some variation in the rate 
of growth between what is projected on the basis of 
resources discussions and the acuials. We propose 
to deal with this variation along with the other types 
of variations which may also, to some extent, affect 
the amount of additional excise duty to be collected. 

7. Coming to the specific item of shortfall of the 
type mentioned above, we suggest that, as far as 
possible, the resources discussions should make a 
realistic assessment of sales tax projection, and should 
also take into account not only the additional resources 
mobilisation yield from measures implemented till then 
during that'plan period but also the likely additional 
resources mobilisation next year. Nevertheless, the 
estimates may occasionally go wrong compared to 
actuals. Similarly, even if estimates do not substan¬ 
tially go wrong, there might be marginal shortfalls 
when actuals are available. Thirdly, there could be 
occasions when for policy considerations the 
Government of India may either reduce taxation on .a 
particular commodity or give full exemption. All 
these types of shortfall or even occasional excess 
collection should, according to us, be tackled in a 
system of continuing settlement of accounts between 
the Centre and the States in this regard. Wherever, 
even at the time of doing the budgetary exercises^ the 
Government of India anticipate some shortfall in 
receipts of additional excise duty from the levels that 
have to be achieved applying our formula, there should 
be a specific separate budget provision in the next 
year’s budget to pay corresponding. amounts as grants 
to the State Governments under Article 282 of the 
Constitution of India. In respect of the other two 
types of shortfalls it may not be possible to do any¬ 
thing in the next year itself but it should be possible 
to make suitable adjustments in a block of years to 
see that the State do not suffer on this account. For 
this purpose also we suggest a period of three years 
as the block during which such adjustments should 
be done and, if there is still any shortfall, it is ensured 
that whatever amounts are due to the State 
Governments applying our formula are really made 
available to them by means of grants under Art. 282. 

8. The States may raise the issue whether there 
should not be some scope for additional resources 
mobilisation even in (he first three years. As we. have 


mentioned earlier, from pgst experience, we feel that 
revisions of rates of sales tax for these commodities 
in the States have not been very frequent. However, 
we would like to make an attempt to cover even this 
aspect. Our suggestion here is that Government of 
India should see to it that during the period before 
the first review and subsequently between the period 
of succeeding reviews, the ratio between the total 
amount of excise duty and additional excise duty in 
the base year should not be disturbed to the disadvan¬ 
tage of the State Governments. That is to say, till 
the first review is undertaken, there should be no 
change to the disadvantage of the State Governments 
in respect of the ratio between the sales tax collection 
frqm each commodity and the excise duty collections 
(including basic excise duty, special excise duty etc.) 
from that commodity in 1981-82. For subsequent 
reviews, the base year will be the first year of 
implementation of the relevant Review Committee’s 
recommendation. Wherever it is not possible to 
achieve this through adjustments in the rates of 
additional excise duty, Government of India should 
provide for necessary separate budget provision to 
make such payments. We should, however, again 
make it dear in this context that, m our view, thefe 
should be no difficulty in ensuring this by the normal 
mechanism of adjustment in taxation rates. Recourse 
to the mechanism of separate budget provisions to 
pay grants under this scheme should, even if not 
avoided altogether, be kept to the absolute minimum. 

9. Perhaps the only point still left out in respect of 
the fixation of the total amount to be collected from 
the additional excise duty from each commodity is 
whether our formula and our review system would 
take care of the additional resources mobilisation done 
by the States subsequent to 1981-82 and prior to 
introduction of the scheme. We feel that in no system 
this can be achieved as there has to be necessary time 
lag between the computation of the ba*se year of review 
and'the actual implementation of the scheme. In our 
assessment, the impact is minimum. 

10. This brings u§ to the question of the time 
schedule for the implementation of the scheme. Our 
data covers the period including 1981-82. We expect 
that our report presented early in 1983 would be 
discussed and examined at different levels and a 
decision will be taken well in time for the statutory 
formalities to be completed by the end of 1983-84. 
Therefore, it should be possible to actually implement 
the scheme from 1st April, 1984 onwards. 
(Incidentally, we would observe hdre that, whichever 
be the year of implementation, it is necessary to give 
effect to it from the beginning of the financial year). 
Our scheme, however, can apply on the same principle 
if the actual implementation takes one more year. 
But we would urge that the implementation, if it is 
decided on, should start with 1984-85. 

11. In the last chapter we have recommended the 
ratios of distribution of the proceeds of additional excise 
duty among the different States for the first five year 
period of the implementation of the scheme. We 
have also suggested that these ratios will be revised 
from time to time, as in the case of the existing scheme 
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of additional excise duty on textiles, tobacco and 
sugar, on the basis of the recommendations given by 
the Finance Commissions. In view of this recommen¬ 
dation we have not gone in detail into the question of 
selecting indicators that should be taken into account 
in future for determining the ratios of distribution. 
However, we would like to make an observation which 
is particularly relevant to our scheme.' As stated 
earlier, we have proceeded on the basis that it is not 
enough to guarantee for each State the actual collection 
of the base year and distribute among all the States 
whatever the,Centre happens to collect from time to 
time over the base year level. Our system is one in 
which, consistent - with the concept of tax rental 
arrangement, there is a clear commitment on the part 
of the tax collecting agency, namely, the Centre to 
collect amounts which are as close as reasonably 
possible to what all the States together would have 
collected as sales tax. While this principle is adopted, 
but uniform rate of tax is levied, there,could arise 
a situation where in some States incidence of 
additional excise duty on consumers is higher than 
what would have been the incidence had the old rates 
of sales tax continued. Such States might raise the 
point!.that this aspect should be taken into consideration 
while determining the ratios of disfribution. This is 
a valid point though if would be simplistic to assume 
that lower rafes of tax necessarily result in corres¬ 
pondingly lower receipts. As we have explained in the 
foregoing chapter, any normal scheme of devolution 
will be an-exercise of projecting the experience of the 
immediate past to the immediate future, Our ratios 
of distribution for the initial five year period has been 
fixed, on the experience of the immediate past. On 
the experience of the coming five year period the 
Ninth Finance Commission would appropriately 
modify those ratios, keeping in view this important 
aspect mentioned above also. Buf it is necessary to 
ensure that in doing so, the future Finance 
Commissions are’ not handicapped for want of reliable 
data. We mention this particularly because of the 
fact that the previous Finance Commissions had this 
difficulty. Later in this chapter we are suggesting 
the formation of a compact official machinery on a 
permanent basis which will be the Secretariat of the 
Review Committee. The composition of that 
machinery will be suggested keeping this requirement 
also in view so that necessary statistical data regarding 
consumption; inter-State sales and all other relevant 


factors would be compiled and up-dated from time to 
time for use by the Finance Commissions also. 

12. Now we have to consider the composition and 
the manner of functioning of the review committee 
which, in our scheme, is expected to do specific and 
time-bound work vitally affecting the interests of all 
State's. Here we also take particular note of the 
apprehensions expressed by some Chief Ministers that 
the extension of the scheme to more commodities 
results in definite erosion of their powers of taxation 
and that they would consequently lose their ability 
to alter the 'sales tax rates on these commodities with 
a view to raising resources for developmental outlay. 
Keeping in view these aspects, we recommend a review 
committee different from the one which has been 
appointed for the existing scheme. The review 
committee under this scheme should consist of one 
Chief Minister each from the four regions for which 
even now there are regional sales tax committees. 
There should be Ministers representing the Union 
Ministries of Petroleum, Industry and Chemicals. 
Either a Minister of State or a Deputy Minister of the 
Union Ministry of Finance should also be a member. 
This committee will be nominated by the Government 
of India, who will also nominate one of the Chief 
Ministers as Chairman. The committee will be 
supported by an official machinery which,-unlike the 
Committee itself, will be a permanent unit. 

13. The official machinery we suggest is one which 
would go on collecting detailed data about the 
production and consumption and related matters 
relevant to the scheme. It should be a compact unit 
consisting of experts from the side of taxation, state 
financial administration. Central Statistical Organisation 
and, wherever necessary, the departments responsible 
for the normal .administration of matters relating to 
these commodities. Such a unit will be located in 
the Finance Ministry and the head of that unit, who, 
we expect, will be an officer not below the rank of 
Additional Secretary to the Government of India, 
should function also as the Secretary of the review 
committees of Chief Ministers constituted from time 
to time. 

14. As we have already mentioned, this unit will 
also supply relevant data to future Finance 
Commissions, in the context of the revision of the 
ratios of distribution. 



CHAPTER X 


CHANGES IN THE RELEVANT CENTRAL AND STATE TAX LAWS AND OTHER RELATED 

MATTERS 


The terms of reference require the Committee to 
suggest necessary changes in the relevant Central and 
State tax laws to give effect to the Committee’s recom¬ 
mendations and to make recommendations regarding 
any other related matter. In this. Chapter salient 
aspects regarding such necessary changes and other 
connected issues ate discussed. 

2. Our approach to the extension of the Additional 
Excise Duty scheme differs from the existing scheme 

relating to sugar, tobacco and textiles 
Amendment of only reference to the formula 

^axAct 1956 ^ Qr the determination of the additional 

and Additional excise duty to be collected each year. 

Excise Duties So far as the legal aspects are con- 

(Goods of "Special kerned, j n our opinion, the scheme we 
J Act°i95l have suggested can without difficulty 

be dovetailed into the existing scheme 
by carrying out parallel exercises as were done for the 
existing scheme. This would basically involve appro¬ 
priate amendments of the Central Sales Tax Act, 1956 
and the Additional Excise Duties (Goods of Special 
Importance) Act, 1957. 

3. In so far as medicinal preparations containing 
alcohol and narcotics are concerned, as we have 

„ .. ... mentioned in Chanter II, under Article 

P medkinal 8ardme 268 of the Constitution, excise duties 
preparations are being levied on such preparations 
containing by the Centre but they are collected 

alcohol and other by the'States within which they are 
narcotic rugs i ev ied and the proceeds do not form 
part of the Consolidated Fund of India. For this 
purpose the Medicinal and Toilet Preparations (Excise 
Duties) Act, 1955 (M. & T.P. Act) has been enacted. 
In view of the special provisions regarding excise duties 
on such medicinal preparations, strictly speaking, the 
additional excise duties in lieu of sales tax on such 
preparation will have to be levied by the Centre but 
the proceeds thereof will be collected by the respective 
States within which they are levied. Thus for the 
purpose of computation of the sales tax on drugs and 
medicines, the amount of sales tax on medicinal pre¬ 
parations falling under the M. & T.P. Act should have 
been estimated separately arid this amount should be 
realised separately by levying additional excise duties 
under the M. & T.P. Act which will be given to the 
States within which they are levied. But we have not 
been able to estimate the amount of sales tax collected 
on the drugs covered under M. & T.P. Act mainly 
because of the States’ inability to furnish the figures. 
We have, therefore, no alternative except to go on the 
basis of the total sales tax revenue collected on the 


drugs and medicines and, as suggested in .Chapter VIII, 
to recommend that this amount may be collected by 
the Centre as additional excise duties on other drugs 
and medicines not covered under the M. & T.P. Act 
(i.e. which are leviable to duty under the Central 
Excises & Salt Acl, 1944). However, this would 
result in a situation whereby the drugs and medicines 
covered hy the M. &' T.P. Act would become 
cheaper to the extent that the sales tax on the 
same would stand abolished whereas the drugs 
not covered by the M. & T.P. Act would become 
costlier as they will have to bear the entire 
burdei. ->f the additional excise duties in lieu of 
sales tax. To remedy the situation we would suggest 
a suitable reduction in the rates of basic excise duty 
on drugs and medicines leviable under the Central 
Excises & Salt Act, 1944 arid an appropriate increase 
in the rates of excise duty on medicinal preparations 
covered under the M. & T.P. Act. Though the solu¬ 
tion is not entirely satisfactory, this is the best that 
we can think of in the existing circumstances. 

4. In the scheme suggested by us in Chapter VHI 
we have dealt with the determination of the additional 

Treatment of ■ excise dut y to he collected by the 
imported goods Centre. We have not mentioned the 

rates and incidence. What we have 
stated is that the Centre will fix appropriate .rates of 
additional excise duty to collect that amount. But one 
important question arises in this context and that 
is regarding the question of levy of additional excise 
duty, on imported goods belonging to the five com¬ 
modities. Presently, sales tax is being levied on 
imported goods too. However, when sales tax is 
replaced/according to the Constitutional provisions, 
only the excise duty which is levied on indigenous 
goods can be devolved to the States. While counter¬ 
vailing customs .duty equivalent to the additional 
excise duty will be leviable on the imported goods, 
the same cannot be shared legally with the States. 

5. The above position would leave the taxing 
authority with the following two alternatives : (i) to 
load the entire amount of additional excise duty to be 
collected on the indigenously produced goods and free 
the imported goods from countervailing customs duty 
equivalent to the additional excise duty; or (ii) to levy 
the countervailing duty equivalent to the additional 
excise duty on the imported goods and find a means 
of giving that amount to the States. 

6. The alternative suggested at (i) above suffers 
from the drawback that it is likely to make the indi¬ 
genously produced goods costlier while making the 
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imported goods cheaper which may not be a desirable 
proposition. This situation may, perhaps, be suitably 
remedied in the case of goods like petroleum products 
and cement which are subjected to administered prices 
by suitable adjustment of the pooled prices. But this 
solution would not work in the case of commodities 
which are subject to free market conditions. There¬ 
fore, this doss not seem to be a satisfactory solution. 
In the circumstances we would, ■ therefore, prefer the 
alternative at (ii) above. However, this would neces¬ 
sitate the Centre levying countervailing duty equal to 
additional excise duty on imported goods, accounting 
it separately from other countervailing duties and then 
giving the amount to the States. The best way of 
devolution of this amount, in our opinion, 
would be by way .of appropriate Constitutional 
amendment making countervailing duty also shareable 
with the States especially if the scheme of additional 
excise duty is to be extended to' further commodities 
in the long run. However, for the immediate future, 
with reference to the five commodities in question, we 
do not recommend the Constitutional amendment. It 
may suffice if the Centre gives the amount of counter¬ 
vailing duty equal to additional excise duty to the 
States as grants-in-aid under Article 282 of the 
Constitution. 


7. Some of the States have urged the Committee 
that it should take into account the compensation for 
the loss of revenue from the con- 
signment tax which would become 
leviable after the 46th Constitution (Amendment) Act. 
Some States have even urged that the scheme for 
replacement of sales tax should be brought only after 
consignment tax was imposed. 


10. With the extension of the additional excise duty 
scheme for the five commodities, differences in the 

interpretation of the scope and cover- 
Removal of age 0 f entries in the Additional 

interDretaUon" 8 'Duties of Excise (Goods-of Special 

Importance) Act, 1957 (hereinafter 

referred to as the Additional Duties of Excise Act) 
may arise especially as some of the commodities such 
as petroleum products, drugs and medicines and paper 
and paper board are quite wide in their scope and 
coverage. It may so happen that because of the 
differences in interpretation the product may be claimed 
by the Central Excise Department which will be 
administering the Additional Duties of Excise Act to 
be covered under that Act while the States may claim 
that it is not so covered under that Act and hence 
covered by the Sales Tax Acts of the States. In that 
event the manufacturer of.the product may be sub¬ 
jected to additional excise duty as well as the sales 
tax levied by the States which would result in an 
unintended double levy. In addition, if the inter¬ 
pretations differ amongst the States, the States may 
tax the product subject to additional excise duty under 
the local Sales Tax Act while others may not levy 
such sales tax. This would introduce in the scheme 
an element of administrative arbitrariness leading to 
differences in the levy of tax in the country which 
is not desirable. 

11. We had specifically called for the views of the 
State Governments as to how the disputes as men¬ 
tioned above are to be resolved. Some of the 
States have suggested that since additional duties of 
excise are being imposed in lieu of sales tax, it is 
the respective Sales Tax authority, namely the 
Commissioner of Sales Tax of a particular State who 


8. We would like to observe that the legal position 
regarding consignment tax is yet to crystallise. Basi¬ 
cally, consignment tax has been mooted to plug the 
avoidance/evasion of sales tax. In that case the 
question of levy of consignment tax on the five com¬ 
modities under consideration does not arise. As such 
the avoidance/evasion would be of no relevance once 
sales tax is replaced by additional excise duty. This 
is because excise duty is leviable on the goods cleared 
from a factory whether on sale or not. However, the 
States can come up with the plea that Sales tax as 
estimated by us does not take into account the extra 
element of tax which they would have raised by 
plugging the evasion/avoidance of sales tax when the 
consignment tax comes into force. This aspect can, 
however, be considered by the Review Committee 


should take the decision as to whether the particular 
commodity is falling under the Additional Duties of 
Excise Act or not. We however feel that once the 
scheme for replacement of sales tax is replaced by 
additional excise duty, it should be left to the imple¬ 
menting Central authority to interpret the scope and 
terms in the Additional Duties of Excise Act. If the 
interpretation is left to the State Governments it will 
create divergence in interpretation from State to State 
which for the reasons already spelt above is not desir¬ 
able. However, we do realise that the States’ point 
of view should be fully taken into account by the 
administering authority of the Additional Duties of 
Excise Act while giving its interpretation. We under¬ 
stand that there is a forum by which the Central 
Excise Department tries to resolve the difficulties of 


suggested by us in the earlier Chapter while reworking 
the formula for fixing the amount of additional excise 
duty to be collected. 

9. If,\on the other hand, consignment tax is going 
to be levied as an additional source of tax revenue 
and not merely to plug the avoidance/evasion of sales 
tax, we would observe that the States may be free 
to levy such consignment tax as it would have no 
nexus to the levy of sales tax. 


classification of goods in the Central Excise Tariff by 
holding periodical Tariff Conferences. We would 
suggest that where the Sales Tax authority of a State 
has any objection to the scope and interpretation of 
the Additional Duties of Excise Act, that authority can 
take it up with the Central Excise Department and the 
issue can be discussed in the forum of Tariff Conference 
in which representatives of the Sales Tax Department 
of the State should also be invited to participate. 



27 


12. During our discussions with them, some of the 
Chief Ministers mentioned that they are using the 

Additional excise system of sales taxation also as an 
duty as an instrument for extending some pre- 

instrument of ferential treatment to specific areas of 
development economic activity which, in their 

judgement, needed special support. There are a number 
of cases where new industrial units or industrial units 
of a particular sector discipline like electronics industry 
get- such favoured treatment. Some of the Chief 
Ministers felt that in a system where sales tax is 
replaced by additional excise duty levied by the Centre, 
it would no more be open to the States to extend 
this facility to deserving areas of economic activity in 
their States. We have given some thought to this 
aspect. It is true that in a system of taxation which 
is solely administered by the State, the scope for such 
flexibility is substantial. It may not be possible to 
have the same degree of flexibility when the taxation 
is centrally administered. This, however, does not 
mean that the extension of the scheme of additional 


flying rates of duty or altering them from time to time 
or in fixing preferential rates for the same industry 
depending on factors like turnover, size of the industry, 
etc. Similar concessions could be given under this 
scheme also, in case the States ask for that. Of 
course, it may not normally be feasible to extend such 
concessions to some States only. 


13. As mentioned in para 14 of Chapter V, one 
of the points urged by some of the Union Territories 
before the Committee is that their 


Plea of Union 
Territories for 
showing their 
share of additional 
excise duty 
separately 


share of additional excise duty was 
being given only by way of grants-in- 
aid and not as a separate share as in 
the case of States. They had desired 
that their shares, if the scheme was 
brought into force, be shown separa¬ 


tely keeping in view the demands of some of the Union 
Territories for separate statehood. While we do not wish 
to disturb the existing arrangement, we would like to 
mention that the share of each Union Territory can 


excise duty to these commodities should result in total 
denial of this type of special support to deserving areas 
of economic activity. We understand that even in the 
existing system of excise duties the Centre docs take 
into consideration the need for such special support in 


be worked out separately on the basis of the material 
furnished by us in the report. Thus, even if any 
Union Territory does become a State in the near 
future, there should be no difficulty in working out its 
share separately. 
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CHAPTER XI 


IMPACT OF THE SCHEME ON CONSUMER PRICES 


During the course of our discussion with the States, 
one of the points urged before us especially by the North 
Eastern States and the Union Territories which are 
located far away from main land such as Andaman 
and Nicobar Islands is regarding the impact of the 
proposal on the consumer prices of these five com¬ 
modities. It has been urged that presently the price 
of the goods which are of essential nature are quite 
high in their States as compared to the price prevailing 
elsewhere in the country mainly on account of the 
high transportation costs. It has been pointed out that 
rates of sales tax have been kept at low levels in their 
States and Union Territories so that the prices do not 
go up further. Even though many of them do not have 
any basic objection to the proposed scheme of replace¬ 
ment of sales tax, they have urged before the Committee 
that in the process of switch-over the prices of the 
goods as available to the consumer in their States should 
not go up. 

2. As mentioned in Chapter VI regarding our 
approach to the terms of reference, we have, generally 
speaking, limited the study to the financial implications 
of the scheme so far as it relates to the Centre/State 
financial resources. However, as the contentions of 


4. As an example as to how by shifting the point of 
levy of duty to an earlier stage at the point of manu- 
Price rise due to facture of the goods, there can be a 
the shift of point price rise at the point of sale to the 
from a stage consumer the following illustration is 
lower down the given : 
channel of trade 
to an earlier 
stage 

(Figures in Rupees) 
Existing Likely 




position 

position 
after rep¬ 
lacement 

1. 

Ex-factory price 

100.00 

<00.00 

2. 

Excise duty at 10% 

10.00 

10,00 


Total .... 

110.00 

i 10.00 

3. 

Addl. Excise duty in lieu of 
sales tax .... 


n.2o 

4. 

Addl. financial commitment on 




the part of the manufacturer on 
account of the payment of AED 


0.44 



110.00 

17.3. 64 

5. 

Mark up by the trade on 
specific basis .... 

22.00 

72.00 



132.00 

145,64 

6. 

Sales tax at 10% . 

13.20 


7. 

Sale price to consumer 

145.20 

H5.64 

8. 

Increase in price to consumer . 


0.44 


the States regarding the effect of the scheme on the 
consumer prices do have some force, we have tried to 
analyse this aspect. 

3. Though a large part of any attempt to visualise 
all the possible impacts of the scheme on the ultimate 
consumer price would be speculative, two important 
aspects stand out. Firstly, there could be an impact 
on the consumer prices due to the shift to the point 
of levy of tax from one at the down stream channel 
of the trade to an earlier stage. Secondly, there would 
be an effect on the prices due to the fixation of the 
rate of additional excise duty at a uniform rate for 
the entire country. These two aspects are discussed 
below. 


5. To explain the above example, if additional 
excise duty were to be levied at an earlier stage on 
account of the replacement of sales 
increase in prices taSj the manufacturer of the goods is 
'increased required to pay tax in advance and 

financial outlay accordingly has to increase his addi- 
on the part of tional financial outlay. Though it is 
the manufacturer difficult to precisely estimate the 
°A p^° unt ° quantum of such increased financial 
Commitment, the most likely contri¬ 
buting factor to such increase will be an account of 
additional interest charges that may be borne by the 
manufacturer. This is for the reason that he has to 
pay the additional excise duty at the time of the 
clearance of the goods from his factory unlike in the 
case of sales tax where he is able to realise the tax 
from the customer before he pays the tax to the 
Government. Assuming that the interest rate of bank 
loans is 20% and the average turn over period of 
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the goods After clearance from the factory is two 
months, a manufacturer will have to incur an addi¬ 
tional expenditure of 44 paise on the payment of 
additional excise duty of Rs. 13.20 shown in the 
example cited above. If this additional expenditure 
of 44 paise alone is passed on to the consumer ulti¬ 
mately the sale price in the example furnished above 
would go up by 0.3% from Rs. 145.20 to Rs. 145.64. 
The amount of increase, as would be observed, is 
not of a significant order. 

6, The other possible effect on the prices due to 
the shift in the point of levy of sales tax by A.E.D. 

is by way of an increase in the 
Effect due to quantum of mark up by the trade. This 
mark up of profit will arise in cases where the trade seeks 

< t( l> trade 0dS by to ^ ave a f* xe( f percentage of prrfif, 
,K dealer’s commission etc. in relation to 

the prices at which the goods are 
purchased by it. In the example cited above we have 
assumed a mark up by the trade on a specific basis i.e. 
a mark up based on a quantity sold rather than on 
a percentage basis of the investment made by the trade 
in the purchase of the goods. If on the other hand 
the trade adopts a mark up based not on a specific 
basis but an ad valorem trade mark up as a percentage 
of the cost price of the goods then, if we assume a 
mark up of 20%, in the above example the mark up 
would work out to 20% of Rs. 110 or Rs. 22, if the 
present system of levying sales tax continues. But 
once the tax is shifted to the point of manufacture, 
the mark up according to the above example would 
become 20% of Rs. 123.64 or Rs. 24.73. In that 
case the sale price to the consumer would go up 
further by Rs. 2.73 (Rs. 24.73 minus Rs. 22.00) 
over and above the increase of Rs. 0.44. However, 
in practice we find that in a large part of the trade 
especially relating to petroleum products and cement 
where administrative prices are ruling, the dealer's 
commissions are fixed on the basts of the quantity 
sold rather than on the prices at which the trade 
purchases them from the manufacturers. Therefore, 
we feel that the effect of any increase in prices based 
on an ad valorem trade mark up . should not be 
substantial. 

7. A certain amount of variation in the consumer 
price is also inevitable in the process of the very 

fixation of additional excise duty. 
Presently for a variety of reasons rates 
Effect on the of sales tax and consequently their 

price due to the incidence vary considerably lu different 

rate of additional States - In fact somc! State!! are r ' ot 
excise duty at realising any sales tax revenue or are 
uniform rate for giving concessional rates in respect of 
the whole country, commodities when these are used as 
raw materials in the manufacture of 
taxable goods. In certain other States 
no such concessional treatment is 
given. The net result is that the prices at which the 
moth are available to the consumer or the user vary 
considerably from State to State and in some instances 
within the same State. But when - additional excise 
duty is introduced, the same would normally have to 
he fixed uniformly for the entire country. It would 


then not be possible to take into account the varia¬ 
tions in the sales tax rates prevailing amongst the 
States. Of course, the Centre might be able to fix 
certain differential rates of additional excise duty for 
certain categories of goods depending on the end use, 
the scope of production, etc. as they are already doing 
in respect of basic excise duty. But here also what¬ 
ever concession is given in respect of additional excise 
duty may have to be done uniformly throughout the 
country. Thus, it is inevitable that in fixing the rate 
of additional excise duty it is likelv that in certain 
States the incidence of additional excise duty might be 
lower than the prevailing incidence of sales tax. How¬ 
ever, in certain other States the incidence of additional 
excise duty might be higher than the prevailing inci¬ 
dence of sales tax. 

8. It may then be contended that consumers in 
those States which were levying sales tax at lower 
rates as compared to the incidence of additional excise 
duty would be made to pay more on the introduction 
of the scheme. This cannot be avoided aitogther 
while implementing a scheme for achieving uniformity 
in the rates of tax and consequent uniformity of price 
to the consumer. The only alternative will be to retain 
the rate differences in the sales tax rates, in the rates 
of additional excise duty also. The scheme would lose 
much of its purpose in that case, even if it was 
possible statutorily. 

9. We have, however, considered whether we could 
suggest some measures to reduce any adverse impact 
or puces or to stagger it over a period of tune. In 
this connection we had the benefit of some consultation 
with tne Genual Board of Excise & Customs also. In 
cases where sates tax is levied at single point of first 
sate and where that is close to the manufacturing point, 
the incidence of price increase resulting from addi¬ 
tional investment and trade mark up can almost be 
ruled out. In a number of States the trend is to take 
the sales tax to the first point of sale. However, it 
is not so every where. In that context we haye first 
considered the price increase resulting from the 
interest charges on the additional financial outlay re¬ 
quired at the stage of payment of additional excise 
duty and the profit mark up where it is done on a 
percentage basis. Regarding the interest charges we 
have indicated in the illustration given earlier in this 
chapter that the point of impact is around 0.3% 
only. Regarding profit mark up on a percentage 
basis, we have already pointed out how in a large 
part of the trade involved in the scheme, that is not 
the practice. It should also be noted that no particular 
consumer may directly experience the result of any 
price rise on account of additional outlay and trade 
mark up as the price difference really experienced by 
the consumers will depend substantially on the diffe¬ 
rences from State to State in the rates of sales tax now 
in force. However, when one takes the total value 
paid bv all the consumers together in the country on 
these commodities, one could argue that there would 
be an increase in the total amount so paid by all the 
consumers together. We have examined whether it 
is possible to devise a way to meet this largely theore¬ 
tical objection, Major part of the additional excise 
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revenue from these five commodities will be collected 
from the duty on petroleum products. The vast 
majority of the different petroleum products come 
under administered prices scheme and, therefore, their 
prices are under the control of Government. The 
capital that goes into manufacture and marketing of 
petroleum products also substantially come within the 
control of Government or Government controlled 
agencies, like banks. It should, therefore, be possible 
for the Government to arrange the deployment of 
funds, the servicing cost of these funds and the prices 
in such a manner that no additional liability is passed 
on to the consumers on account of the introduction 
of additional excise duty. Either in fixing the interest 
costs of the capital or in adjusting the final price 
levels the Government may be able to absorb the 
marginal impact of additional outlay and trade mark 
up. In respect of commodities other than petroleum 
products, the amounts involved by wav of additional 
interest is negligible, and therefore similar arrange¬ 
ment does not seen very necessary. However, in 
respect of commodities where formal or informal price 
control is in force, it may be possible for the Govern¬ 
ment to influence the trade and avert or minimise any 
impact on prices. Wherever tjiat is also not possible, 
the centre may consider adjusting duty rates in such a 
manner that there is no serious upward impact on 
prices. The consequent financial commitment which 
is not likely to be substantial, could be absorbed by 
the centre. 


10. Next we considered the issue of differences in 
prices arising from the near uniform rate as against 
the widely varying rates from State tt> State that 
prevails now. As we have already observed, this is 


an inevitable sequence of the scheme and is in fact 
one of its main objectives. Therefore, all that one 
can try is to locate areas where the consequent price 
variations, particularly those upwards, are too steep 
and would have some kind of cascading effect on 
other areas of economic activity. By this logic, we 
feel such an effort should be attempted in the pricing 
of petroleum products. Once the quantum of total 
revenue is known and additional excise duty rates 
are fixed accordingly, it should be possible for the 
governmental agencies controlling the price structure 
of petroleum products to work out a pricing pattern 
whereby the steep rise in prices in some States is 
staggered over a period of time by correspondingly 
staggering the steep fall in the prices of those commo¬ 
dities in those States where the sales tax rates are now' 
on the high side. Even now the Ministry of Petro¬ 
leum has a system for working out the prices in 
different parts of the country. What is further re¬ 
quired is to build into that system one more conside¬ 
ration. Once it is done for the first time, subsequent 
adjustments upwards and downwards should not, we 
feel, be too difficult. 

11. In any case, we are of the view that some 
special treatment is called for in respect of States 
normally known as special category States and 
Union Territories like Andaman & Nicobar Islands, 
Mizoram, etc. keeping in view their relative back¬ 
wardness and the distances involved in transporting 
these goods. • In respect of such States and Union 
Territories a pricing system, as we have mentioned 
in the foregoing paragraphs, should, in our view, be 
certainly attempted even if it is not attempted w all 
States where the price variation is likely to be 
considerable. 



CHAPTER XII 


SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


Our conclusions and recommendations are 
summarised below. The summary has been made 
slightly more elaborate than usual so as to give a total 
view of the scheme and ifs rationale in proper sequence, 
at one place. 

(1) During discussions, many States have urged 
that the Committee should go into the basic merits 
of the scheme and should not confine itself to the 
exercise of evolving a formula for protecting the 
financial interests of the States. We are of the view 
that instead of going into the proposal, ah initio, 
we should concentrate on the specific task assigned 
which is to assess the financial implications of the 
proposal and to evolve a scheme which could 
protect the States* reasonable financial interests. In 
doing so, we have tried our best to keep in view the 
different important aspects forcefully brought out by 
the States and to shape the details of our recommenda¬ 
tions in a manner which would minimise possible 
adverse effects and difficulties. 

(Chapter VI, Paras 1 & 2) 

(2) The first part of the terms of reference requires 
us to study the financial implications of the proposed 
scheme. We have examined the scope and coverage 
of the expression “financial implications”. Looking 
into the background of the proposal to extend the 
scheme, we have come to the conclusion that the 
first part of our assignment is substantially fo assets 
the implications of the scheme on the financial 
resources of the Central and the State Governments. 

(Chapter VI, Para 4) 

(3) The second part of the terms of reference 
requires us to study the manner in which the financial 
interests of the States can be safeguarded in the 
proposed scheme. After examining the question 
from various angles we have come to the view that 
any study regarding safeguards can only aim at 
protecting the reasonable financial interests of the 
States both collectively and individually. 

Having come to the above view, we have proceeded 
in our task as follows : 

(i) first to compute the realisation of sales tax 
collections on the five commodities during 
the base year which we have taken as 
1981-82; 

(ii) then to arrive at a formula which will take 
into account, to the extent feasible, the 
relevant factors which influence the growth 
of sales tax from these commodities and 
ensure reasonable growth in the States’ 


receipts on this account even after the 
extension of the scheme of additional excise 
duty; and 

(iii) finally to evolve a scheme in which the States 
and the Centre can participate in a constant 
review of the implementation of the proposed 
scheme so that the States do not have the 
kind of grievance that they have expressed 
regarding the earlier soheme of additional 
excise duty on sugar, tobacco and textiles. 

(Chapter VI, Para 5) 

(4) As regards the question of ensuring reasonable 
growth in the States’ receipts, we have divided the 
question into two parts as mentioned below : 

(i) evolve a formula for the determination of 
the amount to be collected from year to 
year by way of additional excise duty in 
lieu of sales tax on the five commodities; 
and 

(ii) determination of a formula for the distribu¬ 
tion of the proceeds of additional excise duty 
among the States. 

(Chapter VIII, Pan 2) 

(5) In dealing with the formula for the determina¬ 
tion of the amount of additional excise duty to be 
collected from year to year, we do not propose to 
go into the issue of fixation of the exact rates of 
additional excise duty that are to be levied m order 
to collect that amount. The fixation of the rates of 
additional excise duty would be part of the Union 
budgetary exercise and cannot be predetermined as 
part of our recommendations 

(Chapter VIII, Par., ?) 

(6) It would be difficult to evolve a scheme by 
which an ad valorem levy is possible on all the five 
commodities. 

(Chapter VIII, Para 6) 

(7) If the States are to be convinced that their 
interests will be really protected, then to the maximum 
extent possible, any formula for fixing the amount 
to be collected as additional excise duty should have a 
built-in device evidently and perceptibly ensuring 
reasonable growth in the devolution of the additional 
excise duty proceeds after the replacement of sales tax 
on the five commodities. 

(Chapter VIII, Para 7) 

(8) The growth rate of devolution of the additional 
excise duty should take into account the future 
performance of the States. 

(Chapter VIII, Para 9) 
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(9) Out of the live commodities, some are subject 
to statutory or informal price control or covered by 
administered prices scheme. The amount of additional 
excise duty to be collected from commodities covered 
by administered prices has to be determined from time 
to time by means of a formula which will establish 
a linkage between such amounts and the value of the 
commodity under the administered prices scheme as 
obtaining from time to time. Therefore, in designing 
the formula for growth, a rational approach would 
appear to be to segregate the commodities into two 
groups : (i) those .commodities which are subject to 
more or less free market conditions; and (ii) those 
which are not. 

(Chapter Vlll, Paras 10 & 11) 

(10) Among the commodities which are subject 
to more or less free market conditions we arc including 
paper and paper board, vanaspati and drugs and 
medicines. For these three commodities we suggest 
that the annual rate of growth of the amount to be 
collected by way of additional excise duty in lieu of 
sales tax should be related to the future annual growth 
rate of sales tax revenue of all the States. 

(Chapter Vlll, Paras 12 & 13) 

(11) So far as the above three commodities are 
concerned, the amount of additional excise duty to 
be collected each year on Che three commodities should 
be fixed after loading the expected rate of growth 
of sales tax for that year by seventeen per cent. 

(Chapter Vlll, Para 13) 

(12) For calculating the amount of additional 
excise duty to be collected in fhe first year of the 
implementation, the estimated general sales tax growth 
rate of all commodities should be loaded by seven per 
cent. Based on that figure the sales tax revenue of 
the three commodities as determined for the base 
year 1981-82 should be projected to arrive at the 
amounts of additional excise duty to be collected in 
the first year of implementation. 

(Chapter VIII, Para 14) 

(13) So far as petroleum products and cement are 
concerned, these commodities are, substantially, subject 
to administered prices. It would not, therefore, be 
proper to peg down the rate of growth on these 
commodities based on the expected revenue growth 
of sales tax for the future or on tlfe basis of past trend 
of growth. The linkage has to be established between 
the amount to be collected from year to year and the 
value of consumption on which normal sales tax would 
be leviable. We have, therefore, estimated the 
percentage linkage between fhe present sales tax 
revenue collection on the two commodities with their 
existing value of consumption. We recommend that 
the quantum of additional excise duty to be collected 
in a particular year should be calculated using the 
percentage linkage so arrived at after estimating the 
value of consumption of the two commodifies for that 
vear. The amount so determined should be collected 
by the Centre by levying appropriate rate of additional 
excise duty as it mav deem fit. 

(Chapter VIII, Paras 16 & 17) 


(14) In respect of petroleum products the following 
bulk products account for nearly 91% of sales tax 
revenue : (i) motor spirit, (ii) high speed diesel oil, 
(iii) kerosene, (iv) aviation turbine fuel, (v) L.D.O., 
(vi) furnace oil, (vii) bitumen, (viii) naphtha and 
(ix) liquified petroleum gas. We have worked out 
ratios of incidence of sales tax collection on each of 
the above nine products in relation to the value of 
consumption based on their ex-marketing insulation/ 
ex-refinery prices. We have furnished two ratios of 
incidence : (i) exclusive of sales tax, and (ii) inclusive 
of sales tax. 

In the first year of operation when sales tax on 
petroleum products will be replaced, the value of likely 
consumption (inclusive of fhe value of likely imported 
products) of the above nine products should be 
estimated and then quantum of additional excise duty 
fo be collected for each of those products should be 
calculated on the basis of the rafio given excluding 
sales tax. For the subsequent years the amount of 
additional excise duty to be collected should be on 
the basis of the ratio inclusive of sales tax- 

(Chapter VIII, Paras 18, 19 & 20) 

(15) To cover the gap of 9% of the sales tax 
revenue which is being collected on other petroleum 
products we recommend that apart from the quantum 
of compensation calculated in the above method on 
the nine products, additional compensation to the 
extent of fen per cent of the total compensation arrived 
at in respect of nine products should also be collected. 
This additional 10% should be realised by way of 
additional excise duty on petroleum products other 
than the nine products. 

(Chapter VIII, Para 21) 

(16) In respect of cement also we have worked 
out the ratio of incidence of sales tax collection on 
cement with respect to its value of consumption bqsed 
on the F.O.R. prices. We have worked out the ratios 
(i) exclusive of sales tax and (ii) inclusive of sales 
fax. 

In the first year of replacement of sales tax on 
cement, the amount to be collected by way of 
additional excise duty should be estimated by using 
the ratio exclusive of sales tax. For the subsequent 
years the amount of additional excise duty will be 
worked out on the basis of the ratio inclusive of sales 

(Chapter VIII, Paras 23 & 24) 

(17) At the time of fixing budget estimates of the 
Centre the ratios worked out by us in respect of 
petroleum products and cement will be applied to the 
estimated values of consumption and the amount to 
be collected as additional excise duty would be 
determined. On that basis suitable rates of additional 
excise would be fixed. If in fhe course of any year 
changes take place in the unit value of consumption, 
this calculation will have to be repeated and suitable 
rates refixed. 


(Chapter VIII. Para 25) 
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(18) The ratios of incidence suggested by us in 
respect of petroleum products and cement may be 
kept constant for an initial period and then subjected 
to a review as suggested by us in Chapter IX. 

(Chapter VIII, Para 28) 

(19) As regards distribution of the additional 
excise duty collected on each commodity among the 
States, we propose to keep undisturbed the existing 
system of the ratios of distribution among Stales being 
fixed on the basis of the recommendation of the Fin¬ 
ance Commissions from time to time. As it is not 
practicable to do so for the initial period of five years, 
we suggest ratios for that period. In doing so we 
rely on tangible and irrefutable evidence of the imme¬ 
diate past, namely, the expected sales tax collection 
on each of these five commodities. We, therefore, 
recommend that the distribution of net proceeds of 
additional excise duty, after deducting Union Territo¬ 
ries’ shatre, should be made in the ratio of the averages 
of the sales tax revenue of each State separately for 
the three years 1979-80 to 1981-82. 

(Chapter VIII, Para 33) 

(20) The formula for arriving at the amounts of 
additional excise duty to be collected have been evol¬ 
ved against the background of the reality of the collec¬ 
tion of sales fax for each of the five commodities in 
the immediate past. We, therefore, feel that the ques¬ 
tion of inability of the taxing agency to collect the 
amount should not normally arise in our scheme. 

(Chapfer IX, Para 2) 

(21) In respect of petroleum products and cement, 
our formula which is a percentage to the value of 
consumption does not cover the aspect regarding the 
potential for increase in the rates of taxation as part 
of the additional resources mobilisation efforts of the 
State Governments for financing plans. This can be 
achieved by a system of review suggested by us. 

(Chapter IX, Para 3) 

(22) A review Committee should be appointed 
before the end of the second year of the implementa¬ 
tion of the scheme and their recommendations should 
be made available by the middle of the third year. 
This Committee should look into the trend of growth 
in production and consumption and other relevant 
factors and come to a conclusion whether a percentage 
linkage we have suggested in respect of petroleum 
products and cement should be increased in order 
to give the States additional amounts on the lines 
of what they would have got by raising rates of sales 
tax. Percentages to value of consumption we have 
suggested may consequently go up from fourth year 
onwards and revised percentages will be in force for a 
period of 5 years after which the second review Com¬ 
mittee’s suggestions will come into force. 

(Chapter IX, Para 4) 

(23) We recommend that the review Committee 
may also look into a revision of the amount to be 
collected as additional fcxeise duty from the three com¬ 
modities, namely, paper and paper board, vanaspati 


and drugs and medicines with a view to, if necessary, 
increasing it above the level obtaining in the fourth 
year of implementation on the basis of our formula. 

(Chapter IX, Para 5) 

(24) In regard to the above three commodities we 
have used the machinery of annual plan resources dis¬ 
cussions to project the growth rate of sales tax from 
year to year. This has some limitations, which also 
we propose to cover. 

(Chapter IX, Para 6) 

(25) We recommend that, as far as possible, re¬ 
sources discussions should make a realistic assessment 
of sales tax projections and should also take into 
account not only (he additional resources mobilisation 
yield from measures implemented during this period 
but also the likely additional resources mobilisation 
next year. 

(Chapter IX, Para 7) 

(26) The estimates of additional excise duty to 
be collected in a year in respect of five commodities 
may go wrong compared to actuals. Secondly, even 
if estimates do not substantially go wrong, there might 
be marginal shortfalls when actuals are available. 
Thirdly there could be occasions when for policy con¬ 
siderations the Government of India may either reduce 
taxation on a particular commodity or give full exem¬ 
ption. We recommend that all these types of short¬ 
falls or even occasional excess collections should be 
tackled in a continuing settlement of accounts between 
the Centre and the States. Wherever even at the 
time of doing budgetary exercise the Government of 
India anticipate some shortfall in receipts of addition¬ 
al excise duty from the level that have to be achieved 
applying our formula, there should be a specific sepa¬ 
rate budget provision in the next war's budget to pay 
for the corresponding amounts as grants to the 
State Governments under Article 282 of the Constitu¬ 
tion. In respect of the other two types of shortfalls 
adjustments should be made in a block of years to 
see that the States do not suffer on this account. For 
this purpose we recommend a period of 3 years as a 
block during which such adjustments should be done 
and if there is still any shortfall, it should be ensured 
(hat whatever amounts are due to the State Govern¬ 
ments applying our formula are really made available 
to them by means of grants under Article 282. 

(Chapter IX, Para 7) 

(27) We recommend that the Government of India 
should ensure that during the period before the first 
review and subsequently between the period of succee¬ 
ding reviews the ratio between the total amount of 
excise duty and additional excise duty in the base 
year should not be disturbed to the disadvantage of 
the’State Governments. Wherever it is not possible 
to adjust this through adjustments in the rates of addi¬ 
tional excise duty. Government of India! .should pro¬ 
vide for necessary separate budget provision to make 
such payments. In doing this recourse to the normal 
mechanism of adjustment in laxation rates should be 
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adopted as iar as possible. Recourse to the mecha¬ 
nism of separate budget provision to pay giants under 
this, scheme should be kept to tne absolute minimum 

(Chapter IX, Para 8) 

(28) We would recommend that the implementa¬ 
tion of the scheme for the extension of additional ex¬ 
cise duty on the five commodities, if it is decided on 
should start with 1984-85. 

(Chapter IX, Para 10) 

(29) Our system is one in which, consistent with 
the concept of tax rental arrangement, there is a clear 
commitment on the part of the tax collecting agency, 
namely, the Centre to collect amounts which are as 
close as reasonably possible to what all the States to¬ 
gether would have collected as sales tax. While this 
principle is adopted and uniform rate of tax is levied, 
there could arise a situation wherein some States’ 
incidence of additional excise duty on consumers is 
higher than what would have been the incidence had 
the old rate of sales tax continued. Such States may 
raise a point that this aspect should be taken into 
consideration while determining the ratios of distribu¬ 
tion. This is a valid point though it would be simpli¬ 
stic to assume that lower rates of tax necessarily result 
in corresponding lower receipts. As we have explain¬ 
ed in the foregoing chapter, any normal scheme of 
devolution will be an exercise of projecting the ex¬ 
perience of the immediate past to the immediate future. 
Our ratios of distribution for the initial five year 
period has been fixed on the experience of the imme¬ 
diate past. On the experience of the coming five 
year period the Ninth Finance Commission would 
appropriately modify these ratios keeping in view 
the above important aspect also. 

(Chapter IX, Para 11) 

(30) The Review Committee under this scheme 
should consist of one Chief Minister each from the 
four regions for which even now there are regional 
Sales Tax Committees. There should be a Minister 
representing the Union Ministry of Petroleum, Indu¬ 
stry and Chemicals. Either a Minister of State or a 
Deputy Minister of Union Finance Ministry should 
also be a member. This Committee will be nominated 
by the Government of India who will also nominate 
one of the Chief Ministers as Chairman. The 
Committee will be supported by an official machinery 
which, unlike the Committee itself, will be a permanent 
unit 

(Chapter IX, Para 12) 

(31) The official machinery we recommend is one 
which would go on collecting detailed data about the 
production and consumption and related matters rele¬ 
vant to the scheme. If should be a compact unit 
consisting of experts from the side of taxation, State 
financial administration, Central Statistical Organisa¬ 
tion and wherever necessary the Departments responsi¬ 
ble for the normal administration of matters relating 
to the five commodities. Such a unit will be located 
in the Finance Ministry and the head of that unit 
ihouJd be am officer not below the rank of Additional 


Secretary to the Government of India. That officer 
will also function as the Secretary of the Review Com¬ 
mittees of Chief Ministers constituted from time fo 
time. This Unit will also supply relevant data to 
future Finance Commission, in the context of the 
revision of the ratios of distribution. 

(Chapter IX, Paras 13 & 14) 

(32) So far as the necessary changes in the rele¬ 
vant section of State tax laws to give efiect to the 
Committee’s recommendations are concerned, the 
scheme we have suggested can without difficulty be 
dovetailed into the existing scheme of additional excise 
duty on sugar, tobacco and textiles by carrying paral¬ 
lel exercises as were done in the existing scheme. This 
would basically involve appropriate amendments of 
the Central Slides Tax Act, 1956 and the Additional 
Excise Duties (Goods of Special Importance) Act, 
1957. 

(Chapter X, Para 2) 

(33) As regards additional excise duty on drugs 
and medicines are concerned, we have recommended 
that this amount may be collected by the Centre as 
additional excise duties on drugs and medicines which 
are not covered under the Medicinal & Toilet Prepara¬ 
tions Act (i.e. which are liable to duty under the 
Central Excises & Salt Act, 1944). However, this 
would result in a situation whereby the drugs and 
medicines covered by M. &T.P. Act would become 
cheaper to the extent that sales tax on the scheme 
would stand abolished whereas the drugs not covered 
by the M.&T.P. Act would become costlier as they 
will have to bear the entire burden of the additional 
excise duty in Reu of sales tax. To remedy the 
situation we would suggest a suitable reduction in the 
rates of basic excise duty on drugs and medicines 
leviable under the Central Excises & Salt Act, 1944 
and sin appropriate increase in the rates of excise duty 
on medicinal preparations covered under the M.&T.P. 
Act. 

(Chapter X, Para 3) 

( 34) As regards the imported goods belonging to 
the five commodities are concerned, we recommend 
that the Centre may levy countervailing duty equiva¬ 
lent to the additional excise dut^ on the imported 
goods and find means of giving that amount to the 
States. This would necessitate the Centre levying 
countervailing duty equal to the additional excise duty 
on imported goods, accounting it separately from the 
other countervailing duties and then giving the amount 
to the States. The best way of giving this amount, in 
our opinion, would be bv wav of appropriate Consti¬ 
tutional amendment making countervailing duty also 
shareable with the States especially if the scheme of 
additional excise duty is to be extended to further 
commodities in the long run. For the immediate 
future it may suffice if the Centre gives the amount 
of countervailing duty equal to the additional excise 
duty to the States as grants-in-aid under Article 282 
of the Constitution. 


(Chapter X. Para 6) 
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(35) The legal position regarding consignment tax 
is yet to crystallise. In case consignment tax is for 
plugging the avoidanoe/evasion of sales tax, the States 
can come up with the plea that the sales tax as esti¬ 
mated by the Committee does not take into account 
the extra element of tax which they would have raised 
by plugging the evasion/avoidance of sales tax when 
the consignment tax comes into force. This aspect 
can be considered by the Review Committee suggested 
by us in Chapter IX while reworking the formula for 
fixing the amount of additional excise duty to be 
collected. If, on the other hand, consignment tax 
is going to be levied as additional source of tax 
revenue, the States may be free to levy such con¬ 
signment tax. 

(Chapter X, Paras 8 & 9) 

(36) It may so happen that because of the diffe¬ 
rences in interpretation, a product subject to addi¬ 
tional excise duty may be claimed by the Central 
Excise Department, which will administer the Addi¬ 
tional Duties of Excise Act, to be covered under that 
Act while the States may claim that it is not so covered 
under that Act and hence covered by the Sales Tax 
Act of the States. We recommend that in order to 
resolve such disputes, where the Sales Tax authority 
find that a State has any objection to the scope and 
interpretation of the Additional Duties of Excise Act, 
that authority can take it up with the Central Excise 
Deparment and the issue can be discussed in the forum 
of Tariff Conferences held by the Central Excise 
Department in which representatives of the Sales Tax 
Department of the concerned State should also be 
invited to participate. 

(Chapter X, Para 11) 

(37) We have generally speaking, limited the study 
to the financial implications of the scheme so far as 
it relates to the Centre^ State financial resources. How¬ 
ever, as the contentions of'the States regarding the 
effect of the scheme on the consumer prices do have 
some force, we have tried to analyse this aspect. 

(Chapter XI, Para 2) 

(38) On account of the scheme to extend additional 
excise duty there could be an impact on the consumer 
prices due to the shift to the point of levy of tax from 
one at the down stream channel of the trade to an 
earlier stage. Secondly, there would be an effect on 
the prices due to the fixation of the rate of additional 
excise duty at a uniform rate to the entire country. 

(Chapter XI, Para 3) 

(39) The manufacturer pays the additional excise 
duty at the time of the clearances of the goods from 
his factory unlike in the case of sales tax where he 
is able to realise the tax from the customers before he 
pays the tax to the Government. This entails addi¬ 
tional financial outlav and additional interest charges 
to finance this outlay. The amount of increase in 
consumer’s price due to this additional interest charges 
will not be of a significant order. 

(Chapter XI, Para 5) 


(40) The price increase could also be by way of 
increase in the quantum of mark up by the trade. 
However, in practice, wg find that in a large part of 
the trade especially relatmg to petroleum products and 
cement where administrative prices are ruling, the 
dealer's commission are fixed on the basis of quantity 
sold rather than on the prices at which the trade pur¬ 
chases them from the manufacturers. Therefore, we 
feel that the effect of aqy increase in prices based on 
and ad valorem trade mark should not be substantial. 

(Chapter XI, Para 6) 

(41) In the process of fixing of the rates of 
additional excise duty at uniform rate for the entire 
country, it is likely that in certain States the incidence 
of additional excise duty might be higher than the 
prevailing incidence of sales tax, resulting in higher 
prices for consumers. This cannot be avoided 
altogether while implementing a scheme for achieving 
uniformity in the rates of tax and consequent unifor¬ 
mity of prices to the consumer. 

(Chapter XI, Paras 7 & 8) 

(42) We have, however, considered whether we 
could suggest ’ some measures to reduce any adverse 
impact of prices or to stagger it over a period of 
time. The price increase resulting from the interest 
charges on the additional financial outlay required at 
the stage of payment of additional excise duty is not 
likely to be substantial. Regarding profit mark up 
on a percentage basis in a large part of the trade in¬ 
volved in the scheme that is not the practice. Further, 
no particular consumer may directly experience the 
result of any price increase on account of additional 
outlav and trade mark up as the price difference really 
experienced by the consumers will depend substantially 
on the differences from State to State in the rates of 
sales tax now in force. However, when one takes the 
total value paid by all the consumers together in the 
country on these commodities, one could take into 
account an increase in the total amount so paid by 
all the consumers together. We have examined whe¬ 
ther it is possible to devise a way to meet this largely 
theoretical objection. Major part of the additional 
excise revenue from the five commodities will be 
collected from the duty on petroleum products which 
are mostly under administered prices. The capital that 
goes into the manufacture and marketing of petroleum 
products also substantially come within the control of 
the Government or Government controlled agencies 
like banks. It should therefore be possible for the 
Government to arrange to the deployment of funds, 
the service cost of these funds and the prices in such 
a manner that no additional liability is passed on to 
the consumers on account of the introduction of addi¬ 
tional excise duty. In respect of commodities other 
than petroleum products the amount involved by way 
of additional interest is negligible and, therefore, 
similar arrangement does not seem to be necessary. 
However, in respect of commodities where formal or 
informal price control is in force, it may be possible 
For the Government to influence the trade and avert 
nr minimise anv impact on prices. Wherever this 
also is not possible. Centre may consider adjusting 
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different rates in such a manner that there is no 
serious upward impact on prices. 

(Chapter XI, Para 9) 

(43) In the case of rise in price as a consequence 
of near uniform rates under additional excise duty as 
against the widely varying rates from State to State, 
it may be desirable to locate areas where the conse¬ 
quent price variation, particularly those upwards, are 
too steep and would have some kind of cascading 
effect on other areas of economic activity. We feel 
that such an effort should be attempted especially in 
the pricing of petroleum products. Once the quantum 
of total revenue is known and additional excise duty 
rates are fixed accordingly, it should be possible for 
the Governmental agencies controlling the price 
structure of petroleum products to work out a pricing 


pattern whereby the steep rise in prices in some 
States is staggered over a period of time by corres¬ 
pondingly staggering Jhe steep fall in the price of those 
commodities in those States where the sales tax rates 
are now on the high side. 

(Chapter XI, Para 10) 

(44) In any case, a pricing system as mentioned 
above should be attempted in respect of States normal¬ 
ly known as special category States and Union Terri¬ 
tories like Andaman & Nicobar Islands, Mizoram, etc. 
keeping in view their relative backwardness and the 
distances involved in transporting goods even if such 
a system is not attempted in all States where the price 
variation is likely to be considerable. 

(Chapter XI, Para 11) 
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NOTE OF DISSENT BY PROFESSOR PRADHAN H. PRASAD 


It is not pleasant to disagree with colleagues. 
But compulsions of objectivity demand of me put down 
my reservations about the proposal for inclusion in 
the list of declared goods and for levy of additional 
excise duty in lieu of sales tax on vanaspati, drugs 
and medicines, cement, paper and paper board and 
petroleum and petroleum products”. I wish that these 
reservations had been incorporated in the main report. 
Since, however, this was not acceptable, hence this 
note of dissent. 

2. At the very early stage, the Committee was 
confronted with some limitations relating to* the 
proposed scheme. The question that became relevant 
at that time was that “should the Committee on the 
basis of the limitations reject the whole or part of the 
scheme ?” Most of the States Were of the opinion that 
the Committee’s terms of reference were wide enough 
to propose change in the proposed scheme or even 
total rejection of the scheme. The Union Govern¬ 
ment, however, maintained that it was not open to the 
Committee to say whether sales tax on one or more 
of the five commodities should be replaced by addi¬ 
tional excise duty, or not. After deliberating on this 
the Committee decided' that the Committee would not 
question the proposed scheme as such, but the Com¬ 
mittee would, as part of the study of the financial 
implications of the proposal, point out the difficulties 
that might arise in the implementation of the pro¬ 
posed scheme and suggest, to the extent possible, 
solutions to overcome the same. 

3. One major limitation of the scheme is that it will 
increase price consequent upon the replacement of 
sales tax by additional excise duty when the tax collec¬ 
tion in both the cases is kept at the same level. The 
following example will illustrate this point clearly : 

STATEMENT SHOWING THE LIKELY INCREASE 
IN PRICES AFTER SALES TAX IS REPLACED 
BY ADDITIONAL EXCISE DUTY 

(Figures in rupees) 




Existing 

position 

Likely 

position 

after 

additional 
excise duty 
in lieu of 
sales tax 


1 

2 

3 

1 . 

Ex-factory price 

100.00 

100.00 

2. 

Excise duty at 10% 

10.00 

10.00 


(A) Total 

110.00 


3. 

Additional excise duty in lieu 
of sales tax . . 


u. :o 


(A) Total 


123.20 



1 


A. 

3 

4. 

Trade margin (mark up 
trade) at fixed percentage 
20 % of ‘A’ above 

by 

of 

22.00 

24.64 

5. 

Sale price 


132.00 

147.84 

6. 

Sales tax at 10% 


13.20 


7. 

Sale price to consumers . 


145.20 

147.84 

8. 

Increase in price to consumers . 


2.64 


4. The increase in price, of course will depend upon 
the oercentage of trade margin. Part of the trade 
margin may^be specific (for example transport cost), 
but ^he whole trade margin can not be independent 
of value. However, in case of commodities having 
administered prices (for example .pe^um and 
petroleum products in India), the rise m prices can 
be avoided altogether or the rise in prices can be 
limited to interest charges on increased working 
capital for additional excise duty. In case where 
trade mark up is not ad valorem but wholly specific, 
the price rise will not be there. But such situation 
is highly unlikely. In the illustration given above it 
is clear that for the same amount of tax collected 
the price goes up if additional excise duty is levied in 
lieu of sales tax. This clearly implies that in a general 
scheme of replacement of sales tax by additional 
excise duty will benefit the traders at the cost of 
consumers. In this particular scheme also the benefit 
to the traders* at the cost of the consumers will be 
there. It may not be large because about 68 per 
cent of the sales tax on the five commodities is being 
collected by petroleum and petroleum products alone 
and provided prices of. petroleum and petroleum 
products are not allowed to rise. But in any case 
there will be some gain to the traders at the cost of 
consumers. It is argued that since because of the 
uniformity in the rate of the tax levied consequent 
upon introduction of additional exteise duty, consumers 
in some of States will be paying more while in some 
others will be paying less and, therefore, this particular 
hardship will not be felt by the consumers. But none 
the less the fact remains that in this scheme the traders 
will gain at the cost of the consumers. 

5. This scheme presents another insurmountable 
difficulty. There are States who "have relatively lower 
collection because of low rates of sales tax. There 
are others who have larger collection because of high 
rates of sales tax. When one uniform rate of additional 
excise duty (in lieu of sales tax) is levied the con¬ 
sumers in all the States shall be paying the same rate. 
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But the devolution of additional excise duty that is 
being suagested will be on the basis of past collec¬ 
tion by the respective States. It is, therefore, clear 
that some States will be paying more than what they 
will be getting from the combined pool, while others 
will be paying less than what they will be getting. 
The suggested scheme is, therefore, anomalous where 
it is being recommended that sharing from the common 
pool will be on the basis of past collections. This 
anomaly is clearly demonstrated by the following 
example : 

6. For example, if there are two States, one 
collecting Rs. 1 crore because the sales tax in that 
State was 1 per cent and another collecting Rs. 9 
crores because the sales tax rate there was 9 per cent, 
and if after the introduction of additional excise duty 
the total collecting is kept at Rs. 10 crores, the two 
States will set respectively 1 crore and 9 crores under 
the scheme of devolution on the basis of past collec¬ 
tion of sales tax on the consumption plus exports 
(which is the basis of the sales tax in both the States) 
and which happens to be same in both the States 
in our illustration. Since both the States are contri¬ 
buting to the common pool of additional excise duty 
in equal amount, it is anomalous that one State gets 
one-ninth of the other. 

7. This anomaly can be resolved in two ways. 
One way to resolve this anomaly is to give equal 
share of Rs. 5 crores each to both the States. But 
this will be resented by the State who was getting 
Rs. 9 crores when sales tax was not replaced by 
additional excise duty. It will complain that the loss 
in revenue (in this case Rs. 4 crores) is not being 
made good as envisaged while formulating the scheme. 
So this solution runs against the proposed scheme 
itself. The other solution is to raise the collection to 
Rs. 18 crores instead of Rs. 10 crores. In this case 


both the States will be given 9 crores each. But this 
solution will be very hard for the consumers. So we 
are confronted with the situation that this anotaaly 
can also not be resolved. According to the Com¬ 
mittee’s recommendation it will continue at least till 
the constitution of the 9th Finance Commission. The 
Committee hopes that the 9th Finance Commission 
can hit upon a scheme to solve this anomaly. 

8. It was suggested by many States that sales tax 
not only is an instrument of revenue collection but it 
is an important tool of fiscal policy. Depending 
upon the local needs and local conditions sales tax 
can be used to promote trade or industry in particular 
commodity in any State. It can also be used as a 
measure to discourage undesirable (from State’s point 
of view) trade or industry. Sales tax, therefore, is 
an important tool in the context of decentralised 
planning for development. Replacement of sales tax 
by additional excise duty robs the State of this 
important instrument which can be used effectively 
for directing the State’s economy. This difficulty 
also cannot be solved. 

9. The aforesaid are-the major limitations of any 
scheme of additional excise duty in lieu of sales tax 
and ‘therefore’ these remain valid for this scheme 
also. However, as a special case one may argue in 
favour-of additional excise duty in lieu of sales tax 
for petroleum and petroleum products only provided 
a scheme of differential prices is designed which is 
able to maintain the prices in the ratios that exist 
presently in the different States in India. It is possible 
to devise a scheme of differential prices in this case 
because petroleum and petroleum products have 
administered prices. 

Sd/- 

PRADHAN H. PRASAD 
21-1-1983 



NOTE OF CLARIFICATION BY CHAIRMAN AND MEMBER-SECRETARY 


We give below a factual clarification with reference 
to the Note of Dissent given by our esteemed collea¬ 
gue, Dr. Pradhan H. Prasad. 

2. He has mentioned three main aspects which he 
considers are the major limitations of any scheme of 
additional excise duty in lieu of sales taxation. We 
have covered all these three aspects in the Report 
and, in our view, suggested reasonable remedies for 
the difficulties that may arise. 

3. The first two aspects mentioned by our colleague 
are really (he same issue viewed from two different 
angles. Before coming to the specific aspects men¬ 
tioned by him, we would like to point out one basic 
fact. When a system, whereby tax rates are fixed by 
22 State Governments and 9 Union Territories, is 
changed into a system whereby one Central authority 
decides the rates of tax, it is obvious that there will 
be some variation in the incidence of 'taxation and 
prices in different States. In fact, one of the objec¬ 
tives of the proposal itself is to strive towards unifica¬ 
tion of rates of tax and near uniformity in prices of 
certain commodities which are considered to be of 
special importance from the national point of view. 

4. Coming to the specific issue of the benefit to 
the trader at the cost of (he consumer, stressed in the 
Note of Dissent we would draw attention to the fact 
that this hardship of price rise will not be really felt 
by any consumer as explained by us in para 9 of 
Cliapter XI. Dr. Prasad also mentions this m his Note. 
Nevertheless, in Chapter XI, we have tried to assess 
the incidence of any such price rise step by step, to 
see where the possibility does not exist, where the 
possibility can be eliminated by Government initiative 
as part of their normal scheme of administered prices 
or price control and where ultimately some residuary 
effect will be left. For covering that residuary effect 
also, we have made a suggestion. Chapter XI - in 
general and para 9 in that Chapter in particular make 
the above approach clear. 

5. The next specific aspect is the likely grievance 
of some State Governments whose tax rates are low 
now. Consumers in such States would have to pay 
more when die uniform additional excise duty is im¬ 
posed but the State Government would not get corres¬ 
ponding increase in revenue immediately. In this 
context, we would like to repeat what we have ex¬ 
plained in detail in para 11 of Chapter IX of the 
Report. It is well known that almost all the channels 
of flow of Central funds to States are regulated on the 
basis of formula or percentages evolved based on the 
behaviour of selected indicators (like growth trend of 


revenue, per capita income, population, poverty, etc.) 
in the immediate past. Almost all the protections made 
by the Finance Commissions and the fixation of 
States’ entitlement ol Plan assistance under Gadgil 
formula are all decided on this basis, projecting the 
experience of the immediate past to the immediate 
future. This is done for the reason that it is jusl not 
practicable to assess the entitlement cf every State 
every year on the basis of the revenue generated 
in that particular year in that State or the incidence 
of the selected indicators during that year in that 
State as the case may he. As far as we know, the 
States have been quite aware of this and they have 
been living with this system ever since our Constitu¬ 
tion was framed. Therefore, this is no new “insur¬ 
mountable difficulty” special to our scheme. In fact, 
in our scheme we have not recommended any new 
system for inter-State distribution. This is because, 
as we have mentioned in para 32 of Chapter VIII of 
the Report, we found that the States are, by and large, 
satisfied with the arrangement by which Finance Com¬ 
missions decide such distribution from time to time. 
We had to do, in this context, only the limited job 
of indicating the ratios for the first five years, for the 
simple reason that in the timing of the scheme it is 
impracticable to refer that to the Finance Commission 
now in sitting. What our learned colleague mentions 
in his illustration is an example of the experience of 
some States when the scheme is actually implemented. 
Our point is that, that experience is one which, under 
any norma! system of devolution of funds to the 
States, will be taken into account along with other 
relevant factors, when the formula for the next period 
is evolved. The only issue that remains is whether 
having taken collections as the basis is appropriate. 
Once it is accepted that projecting the experience of 
the immediate past to the immediate future is the 
only practical way of fixing rartes of inter-State distri¬ 
bution, it is clear that, in the situation given to us, 
the best basis is the actual experience of collections 
qf the last three years. This is particularly so because 
the entire proposal has been sponsored on the basis 
of a commitment by the Centre that nc State would 
lose their present revenue collections or its growth 
potential. 

6. While at this point we would incidentally make 
an observation regarding the illustration used by Dr. 
Prasad. The illustration seems to assume that, other 
things being equal the revenue vield is directly pro¬ 
portionate to the rates of tax. As we have stated in 
the Report, this assumption may not be correct. 
Therefore, the dimensions of the difficulty which our 
colleague apprehends, even if assumed for argument’s 
sake, would not be as much as is represented by the 
difference between the figures 1 and 9 given in the 
illustration. In a number of cases, State Governments 
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have felt that low rates of taxation in the neighbouring 
States resulted in diversion of turnover and consequ¬ 
ent loss of revenue to the States where tax rates are 
high. 

7. The third point raised by our learned colleague 
is regarding the utilisation of revenue collection as an 
important tool of fiscal policy. We have explained 
in para 12 of Chapter X, that even in the existing 
system of excise duty it is possible to give concessions 
based on intelligent and reasonable discrimination. 
This can be done for an industry, it can also be done 
for a segment, of that industry based on factors like 
turnover. One area where we have not made any 
suggestion is the existing possibility for tax reduction 
on a competitive basis occasionally adopted by some 
State Governments to attract industry or trade. We 
have kept it out of our discussions because we are 
not sure whether such competitive reduction of tax 
rates undertaken by States and the cyclic effect if can 
have, is really in the national interest. 

8. Before concluding this note, we would also say 
this. It is obvious that the task assigned to us is 


complex. We have to steer clear of any possibility 
of disturbing the delicate balance between the States 
and the Centre in our system of division of fiscal 
powers. We have tried to evolve our recommenda¬ 
tions keeping this in view, recognising, wherever rele¬ 
vant, the primary role of the State Government in 
sales taxation. Our recommendations may be judged 
on the basis whether better alternatives can be sugges¬ 
ted for implementing the proposal considered by the 
Chief Ministers’ Conference. The scheme we have 
suggested is what appeared 'o us, on the basis of our 
study and discussions with State Governments, the 
besf among available alternatives. 


(Sd.) 

(KAMLAPATI TR1PATHI) 
Chairman 


(Sd.) 

(K. V. RABINDRAN NAIR) 
Member-Secretary. 
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ANNEXURE-I 


(TO BE PUBLISHED IN THE GAZETTE OF 
INDIA, PART I, SECTION 1) 

F. No. 21/7/81-ST 
Government of India 
(Bharat Sarkar) 

Ministry of Finance 
(Vitta Mantralaya) 

Department of Revenue 
(Rajaswa Vibhag) 


New Delhi, the 21st December, 1981 


RESOLUTION 

The Chief Ministers’ Conference on Sales Tax 
held on the 15th February, 1981 had adopted a Reso¬ 
lution recommending appointment by the Central 
Government of an Expert Committee headed by an 
eminent person qualified to be Chairman of Finance 
Commission and with an economist and an adminis¬ 
trator as members to study the financial implications 
of the proposal for inclusion in the list of declared 
goods and for levy of additional excise duty in lieu 
of sales tax on vanaspati, drugs and medicines, cement, 
paper and paper board and petroleum products. 

2. In pursuance of this Resolution, the Govern¬ 
ment have decided to appoint an Expert Committee 
for this purpose which will consist of 

1. Shri Mohan Lai Sukhadia, Chairman 

Member of Parliament. 

2. Dr. P. H. Prasad, Member 

Professor of Economics, 

Anugrah Narain Sinha Institute 
of Social Studies, 

Patna. 


3. Shri N. V. Krishnan, Member-Secretary 

Joint Secretary (Plan Finance) 

Government of India, 

Ministry of Finance. 

3. The terms of reference of the Committee will 
be :— 

(i) to study the financial implications of the pro¬ 
posal for inclusion in the list of declared goods 
and for levy of additional excise duty in lieu 
of sales tax on vanaspati, drugs and medi¬ 
cines, cement, paper • and paper board and 
petroleum products and the manner in which 
the financial interests of the States can be 
safeguarded; 

(») to suggest necessary change in the relevant 
Central and State tax laws to give effect to 
the Committee’s recommendations; and 

(ill) to make recommendations regarding any 
other related matter. 

4. The Committee will evolve its own procedure 
for its work and may for the purpose of its study call 
for such information as may be necessary from 
the Central and State Governments. 

5. The Committee will submit its report by the 
31st March, 1982. 

ORDERS 

Ordered that a copy of the Resolution be 
communicated to . all concerned. 

Ordered also that the Resolution be published in 
the Gazette for general information. 

Sd/- 

(M. V. N'. RAO) 
Additional Secretary to the 
Government of India. 
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ANNEXURE - II 


(TO BE PUBLISHED IN THE GAZETTE OF 
INDIA EXTRAORDINARY PART I, SECTION 1) 

F. No. 21/7/81-ST 
Government of India 
(Bharat Sarkar) 

Ministry of Finance 
(Vitta Mantralaya) 

Department of 'Revenue 
(Rajaswa Vibhag) 

New Delhi, the 1st March, 1982. 

RESOLUTION 

An Expert Committee under the Chairmanship 
of Shri Mohan Lai Sukhadia was appointed vide 
Government’s Resolution of even number dated 21st 
December, 1981 to study the financial implications 
of the proposal for inclusion in the list of declared 
goods and for levy of additional excise duty in lieu 
of sales tax on vanaspati, drugs and medicines, 
cement, paper and paper board and petroleum pro¬ 
ducts and the manner in which the financial interests 
of the States can be safeguarded. 


2. Due to the sudden and untimely demise of 
Shri Sukhadia, it has become necessary to appoint 
a new Chairman of the Committee. Accordingly, the 
Government hereby appoint Shri Kamlapati Tripathi, 
M.P. as Chairman of the Expert Committee. 

3. In partial modification of para 5 of the afore¬ 
said Resolution, the Committee will submit its report 
by the 30th June, 1982 instead of the 31st March, 
1982. 


ORDERS 

Ordered that a copy of the Resolution be commu¬ 
nicated to all concerned. 

Ordered also that the Resolution be published in 
the Gazette for general information. 


Sd /- 

(M. V. N. RAO) 
Additional Secretary to the 
Government of India. 



ANNEXURE—III 


(TO BE PUBLISHED IN THE GAZETTEE OF 
INDIA EXTRAORDINARY PART I, SECTION 1) 
F. No. 21/7/81-ST 
Government of India 
(Bharat Sarkar) 

Ministry of Finance 
(Vittq Mantralaya) 

Department of Revenue 
(Rajaswa Vibhag) 

New Delhi, the 29th June, 1982. 


RESOLUTION 

Shri N. V. Krishnan, Joint Secretary (Plan Fi¬ 
nance), Government of India, Ministry of Finance, 
was appointed vide Government’s Resolution of even 
number dated 21st December, 1981 as Member- 
Secretary[of the Expert Committee set up to study the 
financial implications of the proposal for inclusion 
in the list of declared goods and for levy of additional 
excise duty in lieu of sales-tax on vanaspati, drugs and 


medicines, cement, paper and paper board and petro¬ 
leum products and the manner in which the financial 
interests of the States can be safeguarded. 

2. Shri Krishnan has since been appointed as 
Secretary to the Finance Commission and relinquished 
charge as Joint Secretary (Plan Finance). It has, 
therefore, become necessary to appoint a new Mem¬ 
ber-Secretary of the Committee in his place. Accord¬ 
ingly, the Government hereby appoint Shri K. V. 
Rabindran Nair, Joint Secretary (Plan Finance), 
Ministry of Finance as Member-Secretary of the 
Expert Committee. 

ORDERS 

Ordered that a copy of the Resolution be commu¬ 
nicated to all concerned. 

Ordered also that the Resolution be published in 
the Gazette for general information. 


Sd/- 

(M. V. N. RAO) 
Additional Secretary to the 
Government of India. 



ANNEXURB-IV 


Expert Committee on Replacement of Sales Tax by 
Additional Excise Duty 

QUESTIONNAIRE TO STATE GOVERNMENTS 

(A) In regard to the commodities : 

1. Scope of coverage of the expressions ‘vanaspati’ 
Drugs and medicines, cement, paper and paper board 
and petroleum products used in the Government 
of India Resolution dated 21-12-81 have been tentati¬ 
vely indicated in Member-Secretary’s d.o. letter No. 
21/1/82-ST (EC) dated 15-1-82 addressed to Chief 
Secretaries. Has the State Government any comments 
on this matter ? 

2. After additional excise duties are levied on 
these five commodites, disputes may arise about parti¬ 
cular goods i.e. whether they are covered by the 
scheme of additional excise duties or not. How should 
these disputes be resolved ? Should the Central Act 
contain a provision as contained in the Sales Tax 
Acts of some States, for determining such disputes ? 

(B) In regard to yield from sales tax from 75-76 to 

81-82 : 

3. The estimate of receipts from sales tax from 
the five commodities for the years 75-76 to 81-82 
that may- be furnished by the State Government for 
the five commodities would be examined in detail 
by the Committee and compared and co-related with 
the data that would be collected from other agencies 
(e.g. the Cement Controller, Controller of Vanaspati, 
Oil Companies, Railways etc.) regarding production, 
allocation of these commodities to States, wholesale 
prices, total sale price, tax paid to States, inter-State 
movement of goods, etc. State Governments may offer 
comments on this procedure and also suggest whether 
any other information can be used with which the 
sales tax receipts can be co-related. 

4. For estimating the receipts of sales tax for 
the year 81-82, which will be the income for the base 
year, it is proposed to take into account the rates 
of tax on the five commodities as in force upto 
21-12-81 when this committee was set up. In other 
words, while the State Government may change the 
rates of tax after 21-12-81, these changes would be 
ignored for estimating the receipts for the base year. 
Comments may be offered on this proposal. 

(C) In regard to levy of additional excise dqty and safe¬ 

guarding interests of States : 

5. State Governments would suggest safeguards 
considered .essential by them for replacement of sales 
tax by additional excise duties. While doing so, they 
may offer comments on the following points : 

(a) Keeping in view, the essential difference bet¬ 
ween the ex-factory price on which excise duty is 


levied and the taxable turnover of sale prices on which 
sales tax is levied, what considerations should be 
taken into account in fixing the rate of additional 
excise duty on the five commodities ? 

(b) Should the rate of additional excise duty on 
each commodity (or the various goods falling within 
the commodity as described in the Resolution) be 
so fixed that from each commodity sufficient revenue 
is obtained to compensate the loss of revenue of 
States from that commodity ? Or, should the Govt, 
of India be left free to fix the rates on individual 
commodities in such manner as they like, so long as 
the total yield from additional excise duties from 
these five commodities is sufficient to compensate 
the total loss of sales tax revenue of State Govern¬ 
ments from all the five commodities ? 

(c) ,In the year in which sales tax on these five 
commodities is actually replaced by additional excise 
duties, the receipts from these duties should be as 
close as possible to the presumptive yield from sales 
tax thereon had they been subject to sales tax. How 
should this presumptive sales tax revenue be deter¬ 
mined ? Should it be determined, for example, (i) 
on the basis of growth rates in receipts from sales tax 
on those commodities at constant rates of tax for the 
period from 75-76 to 81-82 or (ii) on the basis of the 
similar growth rates noticed for excise duties on these 
commodities or (Hi) on the basis of the ratio which 
existed between sales tax revenue from these commo¬ 
dities and excise duties thereon in 81-82 or the average 
ratio during the period 75-76 to 81-82 ? Or has" the 
State Government any other basis to suggest ? 

(id) The Indirect Taxation Enquiry Committee, 
1978 (Jha Committee) has made the Following 
observations :— 

“The grievance which State Governments may 
legitimately have about the way in which the 
additional excise duties have worked in the past 
is that there has been a tendency for the Central 
Government to keep their rates unchanged at 
the original levels, even when the rates of Basic 
Central excise duties on these products have been 
revised upwards. We would suggest that when 
Additional Excise duty in lieu of sales tax is levied 
by the Centre, its rate should move proportiona¬ 
tely to changes in the Central levy. That is to say, 
if an increase in the excise duty on such a product 
is contemplated, the proposed increase should be 
proportionately apportioned to the Basic duty 
and the Additional Excise duty. This kind of 
sharing could be in both directions. Just as the 
two duties would move up together as suggested 
above, if conditions emerge in which the tax 
burden on aparticular product needs to be lowered, 
States should be prepared to accept a reduction in 
the revenue from this source”. 
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Implicit in this observation is that if this method is 
followed, the interests of the State Governments 
should stand fully protected. State Governments may 
offer their comments on these observations. 

(e) Based on the receipts from sales tax on these 
five commodities in the base year 1981-82, the presum¬ 
ptive rates at which additional excise duties should 
have been levied in 81-82 to produce the same yield 
can be worked out. According to the Jha Committee’s 
observations reproduced at (d) above, future increases 
or decreases in these rates will be in the same propor¬ 
tion in which the rates of basic excise duties are increa¬ 
sed ot reduced. If this principle is accepted, would, it 
not be better to levy a single excise duty at a combined 
rate (i.e. taking both the existing excise duty and the 
contemplated additional excise duty together) and 
then assign to the States from the combined proceeds 
such share there from as-bears to the residuary-share 
of the Central Government, the same ratio which 
sales tax revenue on these commodities in the base 
year 81-82 bears to revenue from excise duties on 
these commodities in the same year ? State Govern¬ 
ments may offer their comments on this suggestion. 

(f) A share of the additional excise duties when 
levied has"to be assigned to the Centre as representing 
the share attributable to Union Territories. How is 
this share to be ascertained ? 

(g) The Committee would ascertain and determine 
the State-wise yield from sales tax on these commo¬ 
dities in 81-82 which will be the amount guaranteed 
to each State from the proceeds of additional excise 
duties. State Governments may suggest the basis on 
which the amount of additional excise collected in 
excess of this guaranteed amount should be distri¬ 
buted. 


included in the five commodities on which the Union 
Government may not choose to levy any additional 
excise duty. The guaranteed amount would, how¬ 
ever, include receipts from sales tax on both these 
classes of goods. Keeping this fact in view, suggestions 
may be given as to how these goods are to be dealt 
with. 

7. Entry tax is being imposed by States. The 
objective behind replacement of sales tax by additional 
excise duty is likely to be defeated if entry tax is 
levied on these commodities under Entry 52 of List 
II of the Seventh Schedule to the Constitution. State 
Governments may offer their comments on this issue. 

(D) Procedural Issues : 

8. In the first instance, Member Secretary of the 
Committee would discuss the estimates of sales tax 
receipts and other related information that may be 
furnished by State Governments with the State 
Finance Secretary, Sales. Tax Commissioner etc. 
Minutes of these discussions would be issued, high¬ 
lighting the basis which the Committee proposes to 
adopt in finalising the estimated yield from sales tax 
on these goods in the base year 81-82. Issues arising 
from this discussion would be discussed with the 
Chief Ministers of States separately by the Committee. 
All other issues that may have been referred by the 
States in the Memorandum that they would be pre¬ 
senting to the Committee would also be discussed 
with the Chief Ministers of States. This procedure can 
be facilitated if the estimates and the Memorandum 
are presented to the Committee before the end of 
February, 1982. It is presumed this procedure would 
be acceptable to the States. 

(E) General : 


6. Sales tax is levied on imported goods also 9. Are there any other points on which the State 

whereas additional excise duty cannot be leviable Government would like to lay stress in this connec- 

thereon. Similarly, there may be one or more goods tion ? 
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ANNEXURE—V 


List of goods covered under the description of Vanaspati, Drugs & Medicines, Cement, Paper and Paper Board 

and Petroleum Products 

furnace slag cement and masonry cement, sagol, 
High alumina refractory Cemenf and Ashmoh. 

The commodity is covered by Item No. 23 of the 
Central Excise Tariff. 

4. Paper and Paper Board : 

The commodity is covered by Item No. 17(1), 
17(2) and 17(3) of the Central Excise Tariff. In addi¬ 
tion, it includes paper and paper board manufactured 
without the aid of power. The following is the broad 
list of goods covered by the commodity:— 

Paper and paper board, paste board, mill board, 
straw board, cardboard, corrugated board, white 
printing paper, unbleached and badami varieties of 
printing and writing paper, crepe paper, imitation 
flint paper or imitation leatherette paper or imitation 
plastic coated paper, gummed paper, metal coated 
papet, blotting paper, bituminised waterproof paper 
or paper board, odd sized newsprint, polyethylene 
coated paper, polyethylene coated board, waxed 
paper, waxed board, polyethylene sandwitched paper, 
ployethylene sandwitched board, cigarette tissue, 
glassine paper, grease proof paper, impregnated filter 
paper, kraft paper, kraft liner or corrugating medium 
board, base filter paper and poster paper, converted 
types of paper and paper boards, wall paper and board, 
art board, carbon and other copying papers, dupli- 
tor stencils, transfer paper. 

5. Petroleum products : 

The following is the broad list of goods covered 
by Petroleum products :— 


Goods Covered by “Petroleum Products” 


Description of Tariff Item under Central Excise and Salt Act 

Various goods covered under tariff item mentioned in previous 
column 

1 


2 

Motor Spirit (Tariff Item 6) 


(i) Motor spirit. 

(ii) Special Boiling point spirits. 

(iii) Raw Naphtha. 

(iv) Benzene, ethyl benzene, benzol, toluene, toluol and 
solvent naphtha. 

(v) Light oil. 

(vi) mixed xylenes consisting of orthoxylene, metaxylene, 
paraxylene and Ethyl Benzene. 

(vii) Well dewaxing mixture. 

(viii) Solvent Naphtha other than light solvent Naphtha. 

(ix) Xylol. 

Kerosene (Tariff item 7) 


(i) Kerosene. 



(ii) Aviation Turbine Fuel. 


1. Vanaspati : 

It covers vegetable oil or fat which, whether by 
itself or in admixture with any other substance has, 
by hydrogenation or by any other process been harden¬ 
ed for human consumption. In the first schedule to the 
Central Excises & Salt Act, 1944 (commonly known 
as the Central Excise Tariff) this commodity is covered 
by Item No. 13. 

2. Drugs & Medicines : 

The above commodity includes the following : 

(i) Allopathic 
(n) Ayufvedic 
(iii) Homoeopathic 
(/v) Unani 

(v) Any other system of medicine 

(vr) Medicinal preparations under the Medicinal 
and Toilet Preparations (Excise Duties) Act, 
1955. 

This covers the relevant entries 14E and 68 of the 
Central Excise Tariff and entries in the Medicinal & 
Toilet Preparations (Excise Duties) Act, 1955. 

3. Cement : 

This entry covers water proof (hydrophobic) 
cement, rapid hardening cement, low heat cement and 
high strength ordinary portland cement, ordinary 
Portland cement, portland pozzolana cement, blast 
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2 


Refined diesel oils (Tariff item 8) (a) High speed diesel oil. 

(b) Other refined diesel oils including : 

(i) Aromex or iomex. 

(ii) Bauxite solvent oil. 

•(iii) Well dewaxing mixture. 

(iv) Heavy solvent naphtha. 

(v) Anthracene oil. 

(vi) Xylenes (pure or as the case may be, mixture of 
xylenes). 

Oiesel oil not otherwise specified (Tariffitem 9 ) (i) Diesel oil, NOS. 

(ii) C.B.F. (Phenol Extract) *500’ and ‘1300’. 

(iii) Light solvent naphtha (Crude). 

(iv) Light Creosete oil,Heavy Creosete oil. 

(v) Middle oil. 

(vi) Still bottom. 

(vii) Carbon Black feed stock No. 72 and Burmah Shell carbon 
black feed stock SL. 

Furnace oil (Tariff item 10) (i) furnace oil. 

(ii) C.B.F. (Phenol Extract’) ‘500’ and ‘1300’. 

(iii) Low sulphur fuel oil. 

(iv) Carbon black feed stock No. 72 and Burmah Shell carbon 
black feed stock SL. 

Petroleum Coke, including calcined petroleum coke, asphalt, bitu- (i) Asphalt and bitumen (including cut back bitumen and 
men and tar [Tariff Item 11(2), 11(3), 11(4) and 11(5)] asphalt) produced from petroleum or shale. 

(ii) Mineral tars. 

(iii) Straight grade Bitumen/Asphalt. 

(iv) Cut-back Bitumen/ Asphalt. 

(v) Petroleum coke other than calcined petroleum coke. 

(vi) Calcined petroleum coke. 

All products derived from refining of crude petroleum or shale (i) Mineral Turpentine Oil. 

(whether liquid, semi-solid or solid in form), not otherwise specified, (ii) Waxes. 

including, lubricating oils, greases and waxes. (Tariff Item 11 A). (iii) Baxe mineral oils suitable for use in lubricating oils and 

greases. 

(iv) Lubricating oils (including spindles oils, flushing oils, 
Jute batching oils and axle oil) and lubricating greases. 

(v) Reduced crude. 

(vi) Dripolene ‘A’ & ‘B’. 

(vii) H.P. Chemisperse-330. 

(viii) Low sulphur heavy stock. 

(ix) C.B.F. (Phenol Extract) ‘500’ and ‘1300’. 

(x) Heavy Petroleum stock. 

(xi) Ethylene, DCPD, AURS. 

(xii) House hold oil. 

(xiii) Mineral colza oil. 

(xiv) Wash oil ‘B’, Wash oil ‘C’ or wash oil ‘65’. 

(xv) Transformer oil base stock or Transformer oil feed stock. 

(xvi) Agricultural Spray oil. 

Petroleum gases (Tariffitem 11AA) (i) Liquified Petroleum Gas. 

(ii) Refinery Gas. 

(iii) Does not include inorganic gas;; like hydrogen produced 
in refinery. 

Blended or compounded Lubricating oils and greases. i.e. Lubricating oils and greases obtained by straight blending 

(Tariffitem 11 B) of mineral oils or by blending or compounding of mineral oils 

with any other ingredients. 

Note: 1. Motor Spirit: Item No. 6 of the Central Excise Tariff includes power alcohol. However, this is not sought to be covered 

under “Petroleum Products” for the purpose of levy of additional excise duty. 

2. Crude oil and natural gas are not sought to be covered under the scope of petroleum products. 

The above list is based on the Committee’s letters F.No. 21/l/82-ST(EC) dt. 2-4-82 and F,No. 21/3/82-ST(EC) dated 3-5-82 addressed 
to all States and the Ministry of Finance (Department of Revenue) U.O. F.No. 21/7/81-ST(EC) dated 20-8-82 addressed to the Committee. 



ANNEXURE—Vi 


An Example of the Methodology and the Working of the Proposed Scheme in Respect of Vanaspati, Drugs an 

Paper Board 

(1) Average annual rate of-growth of sales tax revenue during the period 1976-77 to 1981-82 (six years) 

(2) Average annual rate of-growth of sales tax revenue from three commodities viz., vanaspati, drugs & 
medicines and paper and paper board taken together during the period 1976-77 to 1981-82 (six years) 

(3) Average annual rate of,growth of sales tax revenue excluding sales tax revenue from five commodities viz. 
vanaspati, drugs and medicines, cement, paper and paper board and petroleum products during the 
period 1976-77 to 1981-82 (six years) 

(4) Percentage increase of (2) over (1) 

(5) Percentage increase of (2) over (3) 

(6) Estimated sales tax revenue in 1981-82 for 

(i) Vanaspati 

(ii) Drugs and medicines 

(iii) Paper and Paper Board 


Total 

(7) Let us assume that sales tax on the five commodities will be replaced by additional excise duty w ith effect 

from 1-4-1984. Let us also assume that the rise in the sales tax revenue of all commodities in:- 

(i) 1982-83 over the sales tax revenue of 1981-82 is 10% 

(ii) 1983-84 over the sales tax revenue of 1982-83 is 15 % 

(8) In that case the presumptive growth rate of revenue from the three commodities will be obtained after 
loading the above percentages by 7%. Then, the revenue from the three commodities will, for the 
years 1982-83 and 1983-84, be as follows: 

1982-83 

(i) Vanaspati =Rs. 93.94crores+ 

10x7 \ 

100 I crores=Rs. 103.99 crores 
100 / 


Rs. 93.94 x 




10 + 


(ii) Drugs & 

Medicines = Rs. 125.13 crores + 


Rs. 125.13 x 


( 


10 + 


10x7 

100 


100 


^ crores = Rs. 138.52crores 


(iii) Paper & 
Paper 
Board = 


Rs. 71.52crores + 


Rs. 


71.52 x 


( 


10 + 


10x7 

100 _ 

100 


^ crores = Rs. 79.17 crores 


(iv) Total of the three commodities = Rs. 321.68 crores 


i Medicines and Paper and 

16.94% 

18.03% 

15.48% 

6.43% i.e. 7% 

16.47% i.e. 17% 

Rs. 93.94crores 
Rs. 125.13erores 
Rs. 71.52 crores 

Rs. 290.59crores 
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1983-84 

(i) Vanaspati = Rs. 103.99crores + 


Rs. 103.99 x 


\ 100 / 


100 |crores=Rs. 120.68 crores 


(ii) Drugs & 

Medicines= Rs. 138.52crores+ 


Rs. 138.52x 


>5x7 \ 

15 + 100 1 
100 / 


^ + 100 I crores=Rs. 160.75_crores 


(iii) Paper & 

Paper Board = Rs. 79.17 crores+ 


Rs. 79.17 x 


( 15x7 \ 

15+ 100 I 

100 / 


crores=Rs. 91.88 crores 


(jv) Total of the three commodities = Rs. 373.61 crores 

(9) For calculating the sales tax revenue for 1984-85 the above approach cannot be followedas the all India sales tax revenue for 1984-85 
will be excluding revenue for five commodities while the sales tax revenue for 1983-84 will be inclusive of revenue from those commodi¬ 
ties . As such, the two figures of sales tax cannot be compared to ascertain the growth rate. Therefore, we are following a different 
approach. For this purpose we suggest that the average annual rate of growth of sales tax revenue out of the three commodities 
be worked out and then the revenue for 1984-85 projected by using that rate. In the present example,, the annual growth rate of 
revenue for the three commodities, taking a spaa of six years, will be as follows: 


SI. Year 

No. 

Revenue from vanaspati, 
Drugs & Medicines, 
Paper & Paper Board 

Percentage increase over the previous 
year 


(Rs. crores) 

% 

1. 1977-78 

153.00 

-1 

2. 1978-79 

174.18 

13.84 | 

3. 1979-80 

201.59 

15.74 V As estimated in Chapter VI 

4. 1980-81 

239.03 

18.57 [ 

5. 1981-82 

290.59 

21.57 J 

6. 1982-83 

321.68 

10.70) 

7.. 1983-84 

373.31 

16.05 > On the basis of the figures 



J assumed in this example 


Average 

16.08 


(10) In that case, the revenue for 1984-85 out of the three commodities will be as follows 

(i) Vanaspati = Rs. 120.68crores+ 

16.08 

Rs. 120.68 x -crores= Rs. 140.09crores 

100 


(ii) Drugs & Medicines = Rs. 160.75 crores + 

16.08 

Rs. 160.75 x -=— -- crores = 186.60 crores 

100 

(iii) Paper & Paper Board = Rs. 91.88 crores + 

16.08 

Rs. 91.88 x -- crores = 106.65 crores 

100 

(iv) Total of the three commodities = Rs. 433.34 crores 
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(11) For determining the revenue for the year 1985-86 and subsequent years, we revert back to the method of using the sales tax growth 
rate of each year. Let us assume that the sales tax revenue growth in 1985-86 over 1984-85 is 20 %. As the sales tax revenue for 
these years would be excluding the revenue from the five commodities, the above rate has to be loaded by 17%. In that case the 
revenue for 1985-86 will be as follows : 


(i) Vanaspati 


= Rs. 140.09 crores + 
r 

20 + 


Rs. 140.09 x 


/ 20 + - 22 * 

I-!°o_ 1 

\ 100 / 


crores 


100 

= 172.87 crores 

(ii) Drugs & Medicines = Rs. 186.60 crores 4- 

20x17 


Rs. 186.60 x 


I -100_ 1 

\ 100 / 


crores 


100 

= 230.26 crores 

(iii) Paper & Paper Board = Rs. 106.65 crores + 

20x17 


Rs. 106.65 x 


/» + \ 

l- I 

\ 100 / 


crores 


100 

= Rs. 131.61 crores 

(iv) Total = Rs. 534.74crores 

(12) Revenue for succeeding years will be calculated in the same way using the appropriate rates of growth for those years. 
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ANNEXURE—VIII 


Computation of Incidence of Sales Tax on Value of Consumption-of Cement 

1. F.O.R. Price including excise duty and packing charges 

(i) From 1-4-81 to 30-6-81 Rs. 449.45 per tonne 

(ii) From 1-7-81 to 23-7-81 Rs. 450.62 per tonne 

(iii) From 24-7-81 to 30-9-81 Rs, 532.53 per tonne 

(iv) From 1-10-81 to 31-12-81 Rs. 536.09 per tonne 

(v) From 1-1-82 to 31-3-82 Rs. 538.24 per tonne 

Weighted average F.O.R. Price Rs. 508.96 per tonne 

2. Consumption of cement during 1981-82 22069(000) tonne 

3. Estimated value of consumption Rs. 1123.22 crores 

4. Estimated value of consumption Rs. 25.00 crores 

of other varieties of cement 

5. Total value of consumption of Rs. 1148.22 crores 

cement in 1981-82 

or roughly Rs. 1150 crores after rounding 

6. Sales tax revenue from cement in' 1981-82 Rs, 105.35 crores 

7. Incidence of sales tax on F.O.R. Price : 

(i) exclusive of sales tax 9.16% 

(ii) inclusive of sales tax 8.39% 

N.B. Cement was partially decontrolled and simultaneously excise duty was raised from Rs. 71.50 to Rs. 135 00 per tonne with 
effect from 28-2-82. Since sales tax is credited after a month or two after sales, F.O.R. price for the period 28-2-82 to 31-3-82 
has been taken as the same as prevailing in the period 1-1-82 to 27-2-82. 
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STATEMENT NO. 1 


Sales Tax Revenue from Vanaspati 


(Rs. crores) 


SI. States/Union 

No. Territories 



1975-76 



1976-77 



1977-78 



1978-79 



SST 

CST 

Total 

SST 

CST Total 

SST 

CST Total 

SST 

CST 

Total 

States 

1. Andhra Pradesh 


1.12f 

O.lOf 

1.22 

0.59 

0.05 

0.64* 

0.75f 

0.06t 

0.81 

0.48t 

0.04t 

0.52 

2. Assam 


0.55 

0.03 

0.58 

0.68 

0.03 

0.71 

0.79 

0.04 

0.83 

0.78 

0.05 

0.83 

3. Bihar 


3.49 

0.01 

3.50 

4.31 

0.01 . 

4.32 

4.61 

0.02 

4.63 

4.98 

0.02 

5,00 

4. Gujarat . 


1.48 

0.20 

1.68 

1,79 

0.17 

1.96 

2.10 

0.07 

2.17 

2.47 

0.29 

2.76 

5. Haryana . 


1.15 

0.01 

1.16 

1.57 

0.01 

1.58 

1.94 

0.01 

1.95 

2.37 

0.01 

2.38 

6. Himachal Pradesh 


NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

0.52 


0.52 

7. Jammu & Kashmir 


0.18 

* 

0.18 

0.20 

* 

0.20 

0.20 

* 

0.20 

0.17 

4 

0.17 

8. Karnataka 


0.34 

Neg. 

0.34 

0.40 

Neg. 

0.40 

0.59 

0.01 

0.60 

1.12 

Neg. 

1.12 

9. Kerala 


0.12 


0.12 

0.22 


0.22 

0.31 


0.31 

0.48 


0.48 

10. Madhya Pradesh 


1.59 

0.08 

1.67 

1.66 

0.18 

1.84 

2.26 

0.03 

2.29 

2.05 

0.03 

2.08 

11. Maharashtra 


2.40 

0.07' 

2,47 

2.95 

0.11 

3.06 

3.32 

0.11 

3.43 

4.58 

0.34 

4.92 

12. Manipur . 





Neg 

. V 

Neg 

Neg 


Neg 

Neg 

Neg 

>( 

13. Meghalaya 


0.01 


0.01 

0.01 


0.01 

0.02 


0.02 

0.02 


0.02 

14. Nagaland . 


0.01 


0.01 

0.01 

j 

0.01 

0.01 


0.01 

0.01 


0.01 

15. Orissa 


0.39 


0.39 

0.45 


0.45 

0.52 


0.52 

0.58 

V . 

0.58 

16. Punjab 


3.32 

0.10 

3.42 

3.98 

0.12 

4.10 

5.30 

0.-15 

5.45 

5.48 

. 0.27 

5.75 

17. Rajasthan 


1.82 

0.29 

2.11 

1.96 

0.12 

2.08 

3.04 

0.22 

3.26 

3.79 

0.16 

3.95 

18. Sikkim 


NR 

NR 

NR 

0.03 


0.03 

0.04 


0.04 

0.04 


0.04 

19. Tripura 




. . 


. v 


0.01 

Neg 

0.01 

0.01 

Neg 

0.01 

20. Tamil Nadu . 


0.66 

0.01 

0.67 

0.67 

0.02 

0.69 

0.84 

0.02 

0.86 

1.27 

0.02 

1.29 

21. Uttar Pradesh . 


5.74 

0.11 

5.85 

6.69 

0.33 

7.02 

9.87 

0.25 

10.12 

11.16 

0.09 

11.25 

22. West Bengal 


2.53 

0.06** 

2.59 

3.33 

0.07** 

3.40 

4.36 

0.10** 

4.46 

6.27 

0.14 

6.41 

Union Territories 

23. Andaman & Nicobar 




. . 




. . 

, „ 



. . 

24. Arunachal Pradesh 

. 












. • 

25. Chandigarh 

. 

0.15 

* 

0.15 

0.18 

* 

0.18 

0.20 

* 

0.20 

0.24 

4 

0.24 

26. Dadra & Nagar Haveli 













27. Delhi 

* 

1.19 

0.14 

1.33 

1.45 

0.23 

1.68 

2.08 

0.44 

2.52 

2.40 

0.33 

2.73 

28. Goa, Daman & Diu 


0.03 


0.03 

0.04 


0.04 

0.04 


0.04 

0.04 


0.04 

29. Lakshadweep 














30. Mizoram . 














31. Pondicherry 







. * 

0.01 


0.01 

0.01 


0.01 

Total States 

• 

26.90 

1.07 

27.97 

31.50 

1.25 

32.72 

40.88 

1.09 

41.97 

48.63 

1.46 

50.09 

Total Union-Territories 

1.37 

0.14 

1.51 

1.67 

0.23 

1.90 

2.33 

0.44 

2.77 

2.69 

0.33 

3.02 

Grand Total 


28.27 

1.21 

29.48 

33.17 

1.45 

34.62 

43.21 

1.53 

44.74 

51.32 

1.79 

53.11 


t Total Revenue divided between SST and CSTin the ratio of 1976-77. 
NR Not reported 
* Included under SST 
** Estimated 
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STATEMENT NO. 1 (Contd.) 


Saks Tax Revenue from Vanaspati 


(Rs. Crores) 


SI. States/Union 

No. Territories 







1979-80 



1980-81 



1981-82 






• 

SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

States 

1. Andhra Pradesh 






1.41*** 

0.11*** 

1.52 

1.31*** 

0.10*** 

1.41 

1.52 

0.12 

b£ v 

2. Assam 






0.77 

0.06 

0.83 

0.84 

0.06 

0.90 

0.87 

0.07 

0.94 

3. Bihar 






6.03 

0.04 

6.07 

7.18 

0.05 

7.23 

9.09 

0.07 

9.16 

4. Gujarat . 






3.01 

0.45 

3.46 

3.61 

0.80 

4.41 

4.65 

0.59 

5.24 

5. Haryana . 






2.82 

0.01 

2.83 

2.94 

0.01 

2.95 

4.45 

0.13 

4.58 

6. Himachal Pradesh 






0.55 


0.55 

0.65 


0.65 

0.75 


0.75 

7. Jammu & Kashmir . 






0.17 

* 

0.17 

0.39 

* 

0.39 

0.55 

* 

0.55 

8. Karnataka 






1.20 

Neg 

1.20 

0.87 


0.87 

1.10 

Neg 

1.10 

9. Kerala 






0.59 


0.59 

0.61 


0.61 

0.68 


0.68 

10. Madhya Pradesh 






2.20 

0.03 

2.23 

2.82 

0.04 

2.86 

4.59 

0.02 

4.61 

11. Maharashtra 






4.28 

0.31 

4.59 

5.56 

0.43 

5.99 

6.77** 

0.52** 

7.29 

12. Manipur . . 






Neg 


Neg 

Neg 


Neg 

0.01 


0.01 

13. Meghalaya 






0.01 


0.01 

0.02 


0.02 

0.05 


0.05 

14. Nagaland. 






0.02 


0.02 

0.02 


0.02 

0.03 


0.03 

15. Orissa 






0.95 


0.95 

1.13 

. . 

1.13 

1.40 


1.40 

16. Punjab 






6.05 

0.16 

6.21 

8.40 

0.34 

8.74 

11.26 

0.23 

LI.49 

17. Rajasthan 

18. Sikkim 






3.98 

Neg 

3.98 

0.05 

4.43 

0.06 

Neg 

4.43 

0.06 

6.17 

0.06 

Neg 

6.17 

0.06 






0.05 



. * 

19. Tripura . 






0.01 

Neg 

0.01 

0.01 

Neg 

0.01 

0.01 

Neg 

0.01 

20. Tamil Nadu 






0 90 

0 02 

0.92 

1.83 

0.05 

1.88 

1.98 

0.06 

2.04 








21. Uttar Pradesh . 






11.35 

0.10 

11.45 

14.71 

0.14 

14.85 

20.42 

0.18 

20.60 

22. West Bengal 






8.40 

0.17 

8.57 

9.18 

0.22 

9.40 

11.11 

0.31 

11.42 

Union Territories 















23. Andaman & Nicobar 

24. Arunachal Pradesh 

25. Chandigarh 

26. Dadra & Nagar Haveli 






0.25 

* 

0.25 

0.30 

* 

0.30 

0.33 

♦ 

0.33 

27. Delhi 






2.79 

0.36 

3.15 

3.10 

0.37 

3.47 

3.54 

0.19 

3.73 

28. Goa, Daman & Diu 






0.05 


0.05 

0.05 


0.05 

0.05 


0.05 

29. Lakshdweep 

30. Mizoram 

31. Pondicherry 






0.01 


0.01 

0.01 


0.01 

0.01 


0.01 

Total States 






54.75 

1.46 

56.21 

66.57 

2.24 

68.81 

87.52 

2.30 

89.82 

Total U.Ts 






3.10 

0.36 

3.46 

3.46 

0.37 

3.83 

3.93 

0.19 

4.12 

Grand Total 






57.85 

1.82 

59.67 

70.03 

2.61 

72.64 

91.45 

2.49 

93.94 


***Total Sales Tax revenue divided between SST and CST in the ratio of 1981-82. 
• Included under SST. 

♦♦Total Sales Tax Revenue divided between SST and CST in the ratio of 1980-81. 
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STATEMENT NO. 2 


Sales Tax Revenue from Drugs and Medicines 


(Rs. Crores) 


SI. State/Union 

No. Territories 



1975-76 



1976-77 



1977-78 



1978-79 



SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

States 

1. Andhra Pradesh 


1.34 

0.02 

1.36 

1.79 

0.40 

2.19 

2.55 

0.47 

3.02 

3.13 

0.52 

3.65 

2. Assam 


0.70 

0.10 

0.80 

0.78 

0.11 

0.89 

0.94 

0.13 

1.07 

1.07 

0.12 

1.19 

3. Bihar 


2.32 

0.06 

2.38 

• 3.46 

0.08 

3.54 

3.67 

0.11 

3.78 

4.14 

0.13 

4.27 

4. Gujarat 


2.03 

0.52 

2.55 

2.59 

0.73 

3.32 

3.30 

1.07 

4.37 

3.89 

1.42 

5.31 

5. Haryana 


0.40 

0.07 

0.47 

0.54 

0.10 

0.64 

0.65 

0.14 

0.79 

0.69 

0.17 

0.86 

6. Himachal Pradesh 


NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

0.30 

. . 

0.30 

7. Jammu & Kashmir 


0.10 

* 

0.10 

0.14 

* 

0.14 

0.14 

* 

0.14 

0.25 

* 

0.25 

8. Karnataka 


2.62 

0.40 

3.02 

2.78 

0.66 

3.44 

3.11 

0.42 

3.53 

3.56 

0.90 

4.46 

9. Kerala 


4.19 

0.07 

4.26 

4.93 

0.08 

5.01 

6.18 

0.03 

6.21 

4.43 

0.04 

4.47 

10. Madhya Pradesh 


0.96 

0.32 

1.28 

0.79 

J3.67 

1.46 

1.11 

0.36 

1.47 

1.33 

0.75 

2.08 

11. Maharashtra 


7.32 

6.13 

13.45 

8.53 

7.73 

16.26 

9.73 

9.17 

18.90 

9.89 

10.70 

20.59 

12. Manipur . 


0.04 


0.04 

0.03 

. . 

0.03 

0.02 


0.02 

0.02 


0.02 

13. Meghalaya 


0.02 


0.02 

0.04 


0.04 

0.04 


0.04 

0.06 


0.06 

14. Nagaland . 


0.02 


0.02 

0.02 

. . 

0.02 

0.02 

, . 

0.02 

0.02 

. . 

0.02 

IS. Orissa 


0.57 

. , 

0.57 

0.76 

.. 

0.76 

1.01 


1.01 

1.06 

. . 

1.06 

16. Punjab 


0.74 

0.07 

0.81 

1.23 

0.11 

1.34 

1.41 

0.13 

1.54 

1.57 

0.14 

1.71 

17. Rajasthan 


1.92 

0.01 

1.93 

2.26 

0.02 

2.28 

2.62 

0.02 

2.64 

3.21 

0.03 

3.24 

18. Sikkim 


NR 

NR 

NR 

0.02 

sTO»? • • 

0.02 

0.02 

* . 

0.02 

0.03 


0.03 

19. Tripura 




. . 


»-» 


0.05 

Neg 

0.05 

0.06 

Neg 

0.06 

20. Tamil Nadu 


4.58 

0.51 

5.09 

4.81 

0.71 

5.52 

6.23 

0.85 

7.08 

7.41 

0.90 

8.31 

21. Uttar Pradesh . 


5.20 

0.40 

5.60 

6.50 

0.69 

7.1.9 

8.12 

0.60 

8.72 

8.78 

0.70 

9.48 

22. West Bengal 


5.69 

0.71** 

6.40 

5.87 

0.74** 

6.61 

7.36 

0.92** 

8.28 

6.96 

1.00 

7.96 


Union Territories 
23. Andaman St Nicobar 


24. Arunachal Pradesh 

25. Chandigarh 

26. Dadra & Nagar Haveli 

0.09 

• 

0.09 

0.11 . 

* 

0.11 

0.14 


0.14 

0.17 

* 

0.17 

27. Delhi 

1.22 

0.40 

1.62 

1.66 

0.63 

2.29 

2.12 

0.73 

2.85 

'2.38 

0.95 

3.33 

28. Goa, Daman & Diu . 

0.18 

0.03 

0.21 

0.21 

0.07 

0.28 

0.25 

0.07 

0.32 

0.27 

0.07 

0.34 

29. Lakshdweep 

30. Mizoram . 






•• 







31. Pondicherry 

0.02 

. . 

0.02 

0.03 

Neg 

0.03 

0.04 

Neg. 

0.04 

0.04 

Neg. 

>0.04 

Total States 

40 76 

9.39 

50.15 

47.87 

12.83 

60.70 

58.28 

14.42 

72.70 

61.86 

17.52 

79.38 

Total U.Ts. 

1.51 

0.43 

1.94 

2.01 

0.70 

2.71 

2.55 

0.80 

3.35 

2.86 

1.02 

3.88 

Grand Total 

42.27 

9.82 

52.09 

49.88 

13.53 

63.41 

60.83 

15.22 

76.05 

64.72 

18.54 

83.26 


NR = Not reported. 

* Included under SST. 
** Estimated. 
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STATEMENT NO. 2 (contd.) 


Sales Tax Revenue from Drugs and Medicines 


(Rs. Crorcs) 


SI. 

No. 

State/Union Territories 






1979-80 



1980-81 


1981-82 







SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

1. 

States 

Andhra Pradesh 





3.89 

0.69 

4.58 

5.07 

1.11 

6.18 

5.37 

1.14 

6.51 

2, 

Assam .... 


, i 



1.13 

0.18 

1.31 

1.24 

0.23 

1.47 

1.34 

0.27 

1.61 

3. 

Bihar .... 





5.24 

0.15 

5.39 

6.19 

0.17 

6.36 

7.74 

0.21 

7.95 

4. 

Gujarat 





4.05 

1.96 

6.01 

4.65 

2.58 

7.23 

5.41 

2.48 

7.89 

5. 

Haryana 





0.90 

0.16 

1.06 

1.05 

0.14 

1.19 

0.99 

0.21 

1.20 

6. 

Himachal Pradesh . 





0.35 


0.35 

0.50 


0.50 

0.65 


0.65 

7. 

Jammu & Kashmir 





.0.32 

* 

0.32 

0.31 

* 

0.31 

0.33 

* 

0.33 

8. 

Karnataka 





3.63 

0.59 

4.22 

5.47 

0.46 

5.93 

6.90 

0.59 

7.49 

9. 

Kerala .... 





5.19 

0.04 

5.23 

5.69 

0.11 

5.80 

6.46 

0.06 

6.52 

10. 

Madhya Pradesh 





1.19 

0.74 

1.93 

1.54 

0.33 

1.87 

2.37 

0.48 

2.85 

11. 

Maharashtra . 





10.47 

11.52 

21.99 

10.70 

13.06 

23.76 

12.94t 

15.79t 

28.73 

12. 

Manipur 





0.02 


0.02 

0.02 


0.02 

0.04 


0.04 

13. 

Meghalaya 





0.05 


0.05 

0.06 


0.06 

0.08 


0.08 

14. 

Nagaland 





0.02 


0.02 

0.07 


0.07 

0.08 


0.08 

15. 

Orissa .... 





1.28 


1.28 

1.66 


1.66 

2.07 


2.07 

lfi. 

Punjab .... 





1.69 

0.15 

1.84 

2.11 

0.19 

2.30 

2.77 

0.25 

3.02 

17. 

Rajasthan 





3.85 

0.05 

3.90 

4.27 

0.05 

4.32 

4.96 

0.04 

5.00 

18. 

Sikkim .... 





0.03 

•V- 

0.03 

0.04 


0.04 

0.04 


0.04 

19. 

Tripura 





0.07 

neg. 

0.07 

0.08 

neg. 

0.08 

0.09 

neg. 

0.09 

20. 

Tamil Nadu . 





7.20 

1.12 

8.32 

8.90 

1.08 

9.98 

11.12 

1.19 

12.31 

21. 

Uttar Pradesh 





9.26 

0.98 

10.24 

10.91 

0.63 

11.54 

13.90 

1.12 

15.02 

22. 

West Bengal . 





9.69 

0.97 

10.66 

8.89 

0.83 

9.72 

8.60 

1.10 

9.70 

23. 

Union Territories 

Andaman & Nicobar 














24. 

Arunachal Pradesh 








. . 

, . 

. . 




25. 

Chandigarh . 





0.20 

* . 

0.20 

0.24 


0.24 

0.28 


0.28 

26. 

Dadra & Nagar Havel i . 








* . 



. . 



27. 

Delhi .... 





3.54 

1.34 

4.88 

3.07 

1.29 

4.36 

3.66 

1.39 

5.05 

28. 

Goa, Daman & Diu 





0.32 

0.13 

0.45 

0.35 

0.17 

0.52 

0.39 

0.16 

0.55 

29. 

Lakshdwcep . 






. . 







. * 

30. 

Mizoram 






. , 


. . 





. . 

31. 

Pondicherry . 





0.05 

nag. 

0.05 

0.06 

neg. 

0.06 

0.07 

neg. 

0.07 


Total States . 





69.52 

19.30 

88.82 

79.42 

20.97 

100.39 

94.25 

24.93 

119.18 


Total U.Ts. . 





4.11 

1.47 

5.58 

3.72 

1.46 

5.18 

4.40 

1.55 

5.95 


Grand Total . 





73.63 

20.77 

94.40 

83.14 

22.43 

105.57 

98.65 

26.48 

125.13 


Neg.=Negligible 
* Included under SST. 

t Total revenue divided between SST and CST in the 1980-81 ratio. 
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STATEMENT NO. 3 


Sales Tax Revenue from Cement 


(Rs. Crores) 


SI. 

State/Union Territories 


1975-76 



1976-77 



1977-78 



1978-79 




SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 


States 













1. 

Andhra Pradesh 

2.84 

0.75 

3.59 

4.17 

0.65 

4.82 

4.88 

0.70 

5.58 

4.67 

1.09 

5.76 

2. 

Assam ... 

0.28 


•0.28 

0.25 

. . 

0.25 

0.22 

0.03 

0.25 

0.22 

0.08 

0.30 

3. 

Bihar 

2.03 

0.47 

2.50 

2.40 

0.52 

2.92 

2.55 

0.65 

3.20 

3.25 

0.74 

3.99 

4. 

Gujarat . 

2.53 

0.12 

2.65 

2.89 

0.14 

3.03 

3.63 

0.24 

3.87 

4.97 

0.60 

5.57 

5. 

Haryana 

0.31 

0.29 

0.60 

0.42 

0.40 

0.82 

0.51 

0.50 

1.01 

0.61 

0.62 

1.23 

6. 

Himachal Pradesh 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

0.10 


0.10 

7. 

Jammu & Kashmir . 

0.12 

* 

0.12 

0.11 

* 

0.11 

0.16 

* 

0.16 

0.12 

* 

0.12 

8. 

Karnataka 

1.52 

1.02 

2.54 

1.72 

0.95 

2.67 

2.67 

1.17 

3.84 

3.02 

1.68 

4.70 

9. 

Kerala 

0.92 

0.08 

1.00 

1.11 

0.11 

1.22 

2.03 

0.12 

2.15 

0.92 

0.12 

1.04 

10. 

Madhya Pradesh 

2.08 

2.78 

4.86 

2.70 

3.71 

6.41 

2.84 

3.81 

6.65 

3.47 

4.09 

7.56 

11. 

Maharashtra . 

.1.57 


1.57 

1.71 


1.71 

1.99 


1.99 

2.68 

• • 

2.68 

12. 

Manipur 

0.01 


0.01 

0.01 


0.01 

0.01 

•• 

0.01 

0.02 


0.02 

13. 

Meghalaya 

0.09 


0.09 

0.08 


0.08 

0.08 


0.08 

0.11 


0.11 

14. 

Nagaland 

0.01 


0.01 

0.01 


0.01 

0.01 


0.01 

0.06 


0.06 

15. 

Orissa 

0.43 

0.61 

1:04 

0.53 

0.66 

1.19 

0.80 

0.72 

1.52 

1.12 

1.06 

2.18 

16. 

Punjab . 

1.44 

. . 

1.44 

2.36 

. . 

2.36 

2.55 

* . 

2.55 

2.85 

. . 

2.85 

17. 

Rajasthan 

1.70 

1.16 

2.86 

2.06 

1.97 

4.03 

2.03 

2.18 

4.21 

2.54 

2.67 

5.21 

18. 

Sikkim . 

NR 

NR 

NR 

0.07 

kSfi 

0.07 

0.09 


0.09 

0.09 


0.09 

19. 

Tripura . 


. . 



• 

•• 

0.01 

neg. 

0.01 

0.02 

neg. 

0.02 

20. 

Tamil Nadu 

3.58 

2.21 

5.79 

2.60 

2.31 

4.91 

4.38 

2.87 

7.25 

6.49 

3.13 

9.62 

21. 

Uttar Pradesh . 

3.77 

0.01 

3.78 

5.14 

0.02 

5.16 

4.00 

0.11 

4.11 

4.24 

0.05 

4.29 

22. 

West Bengal 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

2.04 

0.04 

2.08 


Union Territories 













23. 

Andman & Nicobar. 













24. 

Arunachal Pradesh . 









• • 




25. 

Chandigarh 

0.42 

* 

0.42 

0.43 

* 

0.43 

0.48 

* 

0.48 

0.53 

* 

0.53 

26. 

Dadra & Nagar 
Haveli 













27. 

Delhi 

0.90 


0.90 

1.10 


1.10 

1.60 


1.60 

2.00 


2.00 

28. 

Goa, Daman & Diu 

0.05 


0.05 

0.08 


0.08 

0.06 


0.06 

0.20 

0.04 

0.24 

29. 

Lakshdweep . 









•• 

•• 

•• 


30. 

Mizoram. 













31. 

Pondicherry . 

0.02 


0.02 

0.03 

11.44 

0.03 

0.03 


0.03 

0.03 


0.03 


Total States 

25.23 

9.50 

34.73 

30.34 

41.78 

35.44 

13.10 

48.54 

43.61 

15.97 

59.58 


Total U.Ts. 

1.39 


1.39 

1.64 


1.64 

2.17 


2.17 

2.76 

0.04 

2.80 


Grand Total 

26.62 

9.50 

36.12 

31.98 

11.44 

43.42 

37.61 

1310 

50.71 

•46.37 

16.01 

62.38 


NR= Not reported 
* Included under SST. 

** Total revenue divided in the ratio of previous years SST and CST. 
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STATEMENT NO. 3 (contd.) 


Sales Tax Revenue from Cement 


(Rs. Crores) 


SI. 

No. 

State/Union Territories 





1979-80 


1980-81 


1981-82 


SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

1 . 

Andhra Pradesh 





6.00 

1.93 

7.93 

7.92 

2.05 

9.97 

7.84 

3.54 

11.38 

2 . 

Assam .... 





0.45 

0.16 

0.61 

0.49 

0.20 

0.69 

0.53 

0.39 

0.92 

3. 

Bihar • . 





3.96 

0.87 

4.83 

4.71 

1.03 

5.74 

5.92 

1.37 

7.29 

4. 

Gujarat 





5.82 

0.68 

6.50 

5.79 

0.81 

6.60 

8.32 

0.51 

8.83 

5. 

Haryana 





0.63 

0.57 

1.20 

0.87 

0.72 

1.59 

1.15 

1.00 

2.15 

6 . 

Himachal Pradesh . 





0.17 

neg. 

0.17 

0.29 

0.10 

0.39 

0.40 

0.20 

0.60 

7. 

Jammu & Kashmir. 





0.18 

* 

0.18 

0.20 

* 

0.20 

0.22 

* 

0.22 

8 . 

Karnataka . . 





3.14 

2.07 

5.21 

3.73 

2.45 

6.18 

4.72 

3.09 

7.81 

9. 

Kerala .... 





2.53 

0.12 

2.65 

2.97 

0.19 

3.16 

3.34 

0.19 

3.53 

10 . 

Madhya Pradesh 



. 


3.45 

4.65 

8.10 

3.86 

4.98 

8.84 

4.84 

7.06 

11.90 

11 . 

Maharashtra . 





2.54 


2.54 

3.75 

0.01 

3.76 

4.54** 

0 .01** 

4.55 

12 . 

Manipur 





0.01 


,-£.01 

0.02 


0.02 

0.02 


0.02 

13. 

Meghalaya 





0.16 

0.01 

0.17 

0.21 

neg. 

0.21 

0.48 

0.01 

0.49 

14. 

Nagaland 





0.06 

Sl&S! 

0.06 

0.07 

• • 

0.07 

0.08 


0.08 

15. 

Orissa .... 





1.45 

2.12 

3.57 

1.51 

2.23 

3.74 

2.02 

2.92 

4.94 

16. 

Punjab . ' 





2.48 

PtStp 

2.48 

1.84 

•• 

1.84 

2.50 


2.50 

17. 

Rajasthan 





2.37 

2.53 

4.90 

2.73 

3.21 

5.94 

3.55 

4.77 

8.32 

18. 

Sikkim .... 





0.11 


4f.ll 

0.13 


0.13 

0.14 

•• 

0.14 

19. 

Tripura 





0.02 

neg. 

0.02 

0.04 

neg. 

0.04 

0.04 

neg. 

0.04 

20 . 

Tamil Nadu . 





6.14 

3.38 

9.52 

7.40 

5.96 

13.36 

6.96 

6.55 

13.51 

21 . 

Uttar Pradesh 





5.22 

0.06 

5.28 

5.31 

0.06 

5.37 

6.91 

0.07 

6.98 

22 . 

West Bengal . 





4.04 

0.63 

4.67 

3.73 

0.71 

4.44 

3.70 

0.53 

4.23 


Union Territories : 














23. 

Andman & Nicobar 














24. 

Arunachal Pradesh 














25. 

Chandigarh . 





0.57 

* 

. 0.57 

0.61 

♦ 

0.61 

0.64 

* 

0.64 

26. 

Dadra & Nagar Haveli . 




















1+20 


2.20 

0.80 


0.80 

4.00 


4.00 

27. 

Delhi 














28. 

Goa, Daman & Diu 





0.15 

0.08 

0.23 

0.22 


0.22 

0.25 


0.25 

29. 

■Lakshdweep . 












" 


30. 

Mizoram 




















0 04 


0.04 

0.03 


0.03 

0.03 


0.03 

31. 

Pondicherry . 















Total States . 





50.93 

19.78 

70.71 

57.57 

24.71 

82.28 

68.22 

32.21 

100.43 


Total U. Ts. . 





2.96 

0.08 

3.04 

1.66 


1.66 

4.92 


4.92 


Grand Total . • 





53.89 

19.86 

73.75 

59.23 

24.71 

83.94 

73.14 

32.21 

105.35 


NR=Not reported. 

* Included under SST. 

** Total revenue divided in the ratio of previous years SST and CS"1. 
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STATEMENT NO. 4 

Salts Tax Revenue from Paper and Paper Board 


(Rs. Crores) 


SI. 

No. 

States/Union Territories 


1975-76 



1976-77 



1977-78 



1978-79 



SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 . 

Andhra Pradesh 

0.26 

0.61 

0.87 

0.39 

0.81 

1.20 

0.38 

0.88 

1.26 

0.53 

1.3k 

1.84 

2 . 

Assam 

0.03 

0.08 

0.11 

0.05 

0.16 

0.21 

0.06 

0.19 

0.25 

0.08 

0.29 

0.37 

3. 

Bihar 

0.27 

0.74 

1.01 

0.33 

0.83 

1.16 

0.45 

0.91 

1.36 

0.51 

1.01 

1.52 

4. 

Gujarat . 

0.27 

0.42 

0.69 

0.28 

0.51 

0.79 

0.34 

0.69 

1.03 

0.57 

0.96 

1.53 

5. 

Haryana 

0.11 

0.60 

0.71 

0..15 

0.81 

0.96 

0.17 

1.01 

1.18 

0.21 

1.23 

1.44 

6 . 

Himachal Pradesh 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

0.03 


0.03 

7. 

8 . 

Jammu & Kashmir . 

Karnataka 

0.76 

0.88 

1.64 

Neg 

0.85 

» 

1.04 

Neg 

1 .8* 

Neg 

1.28 

* 

0.50 

Neg 

1.78 

Neg 

i: io 

* 

Ml 

Neg 

2.21 

9. 

Kerala 

0.51 

0.28 

0.79 

0.54 

0.37 - 

0.91 

0.73 

0.22 

0.95 

0.79 

0.31 

1.10 

10 . 

Madhya Pradesh 

0.46 

1.65 

2.11 

0.44 

1.75 

2.19 

0.47 

1.82 

2.29 

0.60 

1.74 

2.34 

11 . 

Maharashtra . 

4.08 

1.51 

5.59 

4.93 

1.43 

6.36 

4.95 

1.77 

6.72 

6.53 

2.06 

8.59 

12 . 

Manipur 

0.01 


0.01 

0.02 


0.02 

0.02 


0.02 

0.02 


0.02 

13. 

Meghalaya 

Neg 


Neg 

Neg 

♦ • 

Neg 

Neg 

. . 

Neg 

Neg 


Neg 

14. 

Nagaland 

0.01 

. . 

0.01 

0.01 


0.01 

0.01 

. . 

0.01 

0.01 


0.01 

15. 

Orissa 

0.10 

1.69 

1.79 

0.18 

1.96 

2.14 

0.25 

2.00 

2.25 

0.37 

2.41 

2.78 

16. 

Punjab . 

0.33 

. * 

0.33 

0.55 


0.55 

0.64 

• • 

0.64 

0.71 

. . 

0.71 

17. 

Rajasthan 

0.13 

0.01 

0.14 

0.15 

0.01 

0.16 

0.19 

0.01 

0.20 

0.24 

0.01 

0.25 

18. 

Sikkim . 

NR 

NR 

NR 

0.02 

V 

0.02 

0.02 


0.02 

0.03 


0.03 

19. 

20 . 

Tripura . 

Tamil Nadu 

2.73 

0.55 

3.28 

2.73 

0.65 

3.38 

3.06 

0.60 

3.66 

Neg 

3.47 

0.93 

Neg 

4.40 

21 . 

Uttar Pradesh . 

1.70 

0.65 

2.35 

1.54 

0.51 

2.05 

1.83 

0.62 

2.45 

2.18 

0.72 

2.90 

22 . 

West Bengal 

2.91 

1.18** 

4.09 

3.09 

1.26** 

4.35 

3.78 

1.53** 

5.31 

3.39 

1.38 

4.77 

23. 

Union Territories 

Andaman & Nicobar 













24. 

Arunachal Pradesh . 













25. 

Chandigarh 

0.02 

* 

0.02 

0.03 

* 

0.03 

0.05 

* 

0.05 

0.06 

* 

0.06 

26. 

Dadra & Nagar 
Haveli 





• 








27. 

Delhi 

0.34 

0.17 

0.51 

0.46 

0.22 

0.68 

0.52 

0.23 

0.75 

0.56 

0.33 

0.89 

28. 

Goa, Daman & Diu 

0.01 

Neg 

0.01 

0.02 

Neg 

0.02 

0.03 

Neg 

0.03 

0.02 

Neg 

0.02 

29. 

Lakshdwcep . 













30. 

Mizoram. 












• • 

31. 

Pondicherry 














Total States 

14.67 

10.85 

25.52 

16.25 

12.10 

28.35 

18.63 

12.75 

31.38 

21.37 

15.47 

36.84 


Total Union Territories 

0.37 

0.17 

0.54 

0.51 

0.22 

0.73 

0.60 

0.23 

0.83 

0.64 

0.33 

0.97 


Grand Total 

15.04 

11.02 

26.06 

16.76 

12.32 

29.08 

19.23 

12.98 

32.21 

22.01 

15.80 

37.81 


Neg=NegliRible. 

NR=Not reported. 

♦ Included under SS r. 
** Estimated. 
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STATEMENT NO. 4 (contd.) 

Sales Tax Revenue from Paper and Paper Board 


(Rs. Crores) 


SI. 

No 

State/Union Territories 






1979-80 


1980-81 


1981-82 


SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

1 

2 






3 

4 

5 

6 

7 

8 

9 

10 

11 

1 . 

Andhra Pradesh 






0.89 

2.02 

2.91 

1.62 

4.19 

5.81 

1.78 

5.20 

6.98 

2 . 

Assam . 






0.17 

0.55 

0.72 

0.14 

0.71 

0.85 

0.17 

0.76 

0.93 

3. 

Bihar 






0.65 

1.10 

1.75 

0.76 

1.29 

2.05 

0.96 

1.71 

2.67 

4. 

Gujarat . ... 






0.68 

1.60 

2.28 

0.86 

1.70 

2.56 

0.83 

1.90 

2.73 

5. 

Haryana 






0.26 

1.70 

1.96 

0.24 

2.28 

2.52 

0.32 

3.13 

3.45 

6 . 

Himachal Pradesh . 






0.05 

. , 

0.05 

0.07 


0.07 

0.10 


0.10 

7. 

Jammu & Kashmir . 






Ncg 

* 

Neg 

Neg 

* 

Neg 

Ncg 

• 

Neg 

8 . 

Karnataka 






1.32 

0.65 

1.97 

1.41 

1.38 

2.79 

1.78 

1.74 

3.52 

9. 

Kerala . 






0.88 

0.32 

1.20 

1.27 

0.31 

1.58 

1.56 

0.19 

1.75 

10 . 

Madhya Pradesh 






0.82 

2.24 

3.06 

0.78 

2.64 

3.42 

0.89 

3.39 

4.28 

11 . 

Maharashtra . 






8.18 

2.76 

10.94 

8.92 

3.15 

12.07 

10.83t 

3.83r 

14.66 

12 . 

Manipur 






0.02 

. . 

0.02 

0.02 


0.02 

0.02 


0.02 

13. 

Meghalaya 






Neg 


Neg 

Neg 


Neg 

Neg 

m m 

Neg 

14. 

Nagaland 






0.01 

.. 

0.01 

0.01 


0.01 

0.02 


0.02 

15. 

Orissa . 






0.50 

2.82 

3.32 

0.65 

2.99 

3.64 

0.83 

3.66 

4.49 

16. 

Punjab . 






0.76 

. . 

0.76 

0.95 

. . 

0.95 

1.25 

.. 

1.25 

17. 

Rajasthan 






0.35 

0.01 

0.36 

0.45 

0.02 

0.47 

0.46 

0.06 

0.52 

IS. 

Sikkim . 






0.03 


0.03 

0.04 


0.04 

0.05 

, , 

0.05 

19. 

Tripura 






Neg 


Neg 

Neg 


Neg 

Neg 


Neg 

20 . 

Tamil Nadu . 






4.36 

0.62 

4.98 

4.95 

1.38 

6,33 

4.53 

1.52 

6.05 

21 . 

Uttar Pradesh 






2.42 

0.83 

3.25 

3.00 

1.05 - 

4.05 

3.88 

1.52 

5.40 

22 . 

West Bengal . 






4.93 

1.88 

6.81 

7.68 

2.42 

10.10 

8.12 

2.90 

11.02 


Union Torritories 















23. 

Andaman and Nicobar 












, , 



24. 

Arunachal Pradesh 















25. 

Chandigarh . 






0.08 ‘ 

* 

0.08 

0.11 

* 

0.11 

0.14 

* 

0.14 

26. 

Dadra & Nagar Haveli 















27. 

Delhi . 






0.68 

0.34 

1.02 

0.79. 

0.55 

1.34 

0.77 

0.69 

1.46 

28. 

Goa, Daman & Diu 






0.03 

0.01 

0.04 

0.03 

0.01 

0.04 

0.03 

Neg 

0.03 

29. 

Lakshdweep , 








. . 



•. . 




30. 

Mizoram 














, , 

31. 

Pondicherry ■ 










. . 



. . 

, # 


Total States . 






27.28 

19.10 

46.38 

33.82 

25.51 

59.33 

38.38 

31.51 

69.89 


Total Union Territories 






0.79 

0.35 

1.14 

0.93 

0.56 

1.49 

0.94 

0.69 

1.63 


Grand Total . 






28.07 

19.45 

47.52 

34.75 

■26.07 

60.82 

39.32 

32.20 

71.52 


Neg= Negligible. 

•Included under SST. 

tTotal revenue divided between SST+CST in previous year's ratio. 
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STATEMENT NO. 5 


Sales Tax Revenae from Petroleum Products 


(Rs. Crorcs) 


SI. State/Union 

No. Territories 

1975-76 



1976-77 


1977-78 


1978-79 


SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

1 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

States 













1. Andhra Pradesh 

10.71 

0.71 

11.42 

11.66 

0.87 

12.53 

12.61 

0.98 

13.59 

21.59 

1.13 

22.72 

2. Assam 

6.03 

1.39 

7.42 

7.00 

1.54 

8.54 

7.20 

1.73 

8.93 

7.00 

1.69 

8.69 

3. Bihar 

12.69 

2.27 

14.96 

14.11 

2.56 

16.67 

15.52 

2.96 

18.48 

16.03 

3.01 

19.04 

4. Gujarat 

15.22 

4.07 

19.29 

20.52 

4.50 

25.02 

22.26 

4.43 

26.69 

27.53 

6.96 

34.49 

5. Haryana 

3.08 

0.17 

3.25 

3.67 

0.24 

3.91 

4.66 

0.29 

4.95 

5.54 

0.38 

5.92 

6. Himachal Pradesh 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

0.65 

0.02 

0.67 

7. Jammau & Kashmir . 

1.21 

* 

1.21 

1.25 

* 

1.25 

1.28 


1.28 

1.45 

* 

1.45 

8. Karnataka 

15.08 

0.01 

15.09 

18.67 

Neg 

18.67 

18.68 

0.01 

18.69 

21.12 

0.01 

21.13 

9. Kerala 

8.14 

0.54 

8.68 

17.00 

0.75 

17.75 

22.18 

1.20 

23.38 

27.69 

0.90 

28.59 

10. Madhya Pradesh 

5.73 

0.03 

5.76 

9.56 

0.05 

9.61 

9.98 

0.40 

10.38 

13.64 

0 06 

13.70 

11. Maharashtra 

37.76 

4.46 

42.22 

42.67 

4.61 

47.28 

42.27 

4.78 

47.05 

45.56 

5.05 

50.61 

12. Manipur . 

0.23 

. * 

0.23 

0.38 


0.38 

0.37 


0.37 

0.42 


0.42 

13. Meghalaya 

0.25 

. . 

0.25 

0.28 


0.28 

0.28 


0.28 

0.30 


0.30 

14. Nagaland 

0.05 


0.05 

0.06 


0 06 

0.06 

, , 

0.06 

0 08 


0.08 

15. Orissa 

1.92 


1.92 

2.03 


2.03 

2.46 


2.46 

4.35 


4.35 

16. Punjab 

8.68 

0.04 

8,72 

9.93 

0.06 

9.99 

10.08 

0.11 

10.19 

11.98 

0.12 

12.10 

17. Rajasthan . 

8.59 


8.59 

8.86 

Neg 

8.86 

10.54 


10.54 

13.76 


13.76 

18. Sikkim 

NR 

NR 

NR 

Q.04 

• •' . * 

0v04 

0.04 

, , 

0.04 

0.04 


0.04 

19. Tripura 




0.18 

* 

0.18 

0.25 

* 

0.25 

0.25 

Neg 

0.25 

20. Tamil Nadu. 

34.40 

1.95 

36.35 

37.91 

2.17 

40.08 

39.66 

2.41 

42.07 

65.86 

2.69 

68.55 

21. Uttar Pradesh , 

22.55 

1.50 

24.05 

25.68 

1.42 

27.10 

25.10 

2.22 

27.32 

29.16 

1.32 

30.48 

22, West Bengal 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

NR 

28.31 

4.08 

32.39 

Union Territories • 













23. Andaman & Nicobar 


.. 











24. Arunachal Pradesh 

, , 

, „ 











25. Chandigarh 

0.46 

* 

0.46 

0.49 

• 

0.49 

0.52 

*' 

0.52 

0.58 

* 

0.58 

26. Dadra & Nagar Haveli 







.. 





27. Delhi 

6.23 

0.90 

7.13 

7.53 

1.00 

8.53 

8.20 

1.15 

9.35 

9.49 

1.36 

10.85 

28. Goa, Daman & Diu . 

2.53 

0.29 

2.82 

3.06 

0.30 

3.36 

3.33 

0.26 

3.59 

3.38 

0.24 

3.62 

29. Lakshdweep 





( t 








30. Mizoram . 


, , 











31. Pondicherry 

0.08 


0.08 

0.13 


0.13 

0.13 


0.13 

0.16 


0.16 

Total States 

192.32 

17.14 

209.46 

231.46 

18.77 

250.23 

245.48 

21.52 

267.00 

342.31 

27.42 

369.73 

Total Union Territories 

9.30 

1.19 

10.49 

11.21 

1.30 

12.51 

12.18 

1.41 

13.59 

13.61 

1.60 

15.21 

Grand Total 

201.-62 

18.33 

219.95 

242.67 

20.07 

262.74 

257.66 

22,93 

280.59 

355.92 

29.02 

384.94 


♦ Included under SST. 
NR = Not reported. 
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STATEMENT NO. 5 (contd) 


Sales Tax Revenue from Petroleum Products 


(Rs. Crores) 


SI. States/Union 

No. Territories 







1979-80 



1980-81 



1981-82 







SST 

CST 

Total 

SST 

CST 

Total 

SST 

CST 

Total 

I 2 






3 

4 

5 

6 

7 

8 

9 

10 

11 

States 

1. Andhra Pradesh 






28.10 

1.26 

29.36 

31.36 

2.30 

33.66- 

48.06 

1.96 

50.02 

2. Assam 






7.59 

2.29 

9.88 

7.02 

2.30 

9.32 

9.13 

3.62 

12.75 

3. Bihar 






23.42 

3.72 

27.14 

29.29 

4.27 

33.56 

37.23 

5.47 

42.70 

4. Gujarat . 






40-57 

12.05 

52.62 

56.04 

17.82 

73.86 

73.80 

21.67 

95.47 

5. Haryana . 






5.62 

0.47 

6.09 

6.75 

0.65 

7.40 

8.68 

1.23 

9.91 

6 . Himachal Pradesh 






0.75 

0.03 

0.78 

0.85 

0.03 

0.88 

0.95 

0.05 

1.00 

7. Jammu & Kashmir . 






1.74 

* 

1.74 

2.57 

* 

2.57 

2.87 

* 

2.87 

8 . Karnataka 






28.83 

0.01 

28.84 

39.52 

0.01 

39.53 

49.91 

0.01 

49.92 

9. Kerala 






33.32 

1.33 

34.65 

46.16 

1.86 

48.02 

60.74 

3.35 

64.09 

10. Madhya Pradesh 






15.77 

0.06 

15.83 

20.63 

0.06 

20.69 

35.45. 

0.07 

35.52 

11. Maharashtra . 






56.50 

6.37 

62.87 

78.35 

9.26 

87.61 

104.52t 

12.35t 116.87 

12. Manipur . 






0.47 


0.47 

0.42 


0.42 

0.50 


0.50 

13. Meghalaya 






0.30 


0.30 

0.29 


0.29 

.0.42 


0.42 

14. Nagaland. 






0.07 


0.07 

0.15 


0.15 

0.21 


0.21 

15. Orissa 






6.12 


6.12 

8.25 


8.25 

10.95 


10.95 

16. Punjab 






13.61 

0.18 

13.79 

17.20 

0.21 -• 

17.41 

19.80 

0.23 

20.03 

17. Rajasthan 






17.33 

. ♦ 

17.33 

23.54 

Neg 

23.54 

33.11 

•• 

33.11 

18. Sikkim 






0.05 

. • 

0.05 

0.06 


0.06 

0.07 

•• 

0.07 

19. Tripura 






0.24 

Neg 

0.24 

0.40 

Neg 

0.40 

0.59 

Neg 

0.59 

20. Tamil Nadu 






72.17 

2.78 

74.95 

66.08 

2.80 

68.88 

97.97 

3.77 

101.74 

21. Uttar Pradesh . 






35.70 

1.35 

37.05 

46.70 

0.60 

47.30 

73.06 

2.12 

75.18 

22. West Bengal . 






40.63 

4.00 

44.63 

50.13 

5.90 

56.03 

62.96 

6.55 

69.51 

Union Territories 

23. Andaman & Nicobar 















24. Arunachal Pradesh . 










0.01 

0.01 

•• 

0.01 

0.01 

25. Chandigarh 






0.62 


0.62 

0.67 

•• 

0.67 

0.74 


0.74 

% 

26. Dadra & Nagar Haveli 








•• 






24.20 

27. Delhi 






12.40 

1.82 

14.22 

16.31 

2.98 

19.29 

20.58 

3.62 

28. Goa, Daman & Diu . 






4.29 

0.48 

4.77 

4.99 

0.33 

5.32 

6.98 

0.73 

7.71 

29. Lakshdweep 






* * 



• * 



0.02 


0.02 

30. Mizoram 






0.03 


0.03 

0.02 


0.02 


31. Pondicherry 






0.21 


0.21 

0.22 


0.22 

0.35 


0.35 

Total States 






428.90 

35.90 

464.80 

531.76 

48.07 

579.83 

730.98 

62.45 

4.3^ 

793.43 

Total Union Territories 






17.55 

-2.30 

19.85 

22.21 

3.32 

25.53 

28.67 

33.03 

Grand Total 






446.45 

38.20 

484.65 

5S3 f 

51.39 

605.36 

759.65 

66.81 

826.46 


* Included under SST. 

N C g = Negligible. 

t Total revenue divided between SST and CST in previous year’s ratio. 


MGIPRRND-S/22 Fin/82—TSS-I—2-4-83—1,500. 
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